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Introduction 

Mr. Wolf. Maybe we can begin, Mr. Warrington, you can begin 
and then we'll go to Mr. Mead and Ms. Molitoris. 

Amtrak Opening Statement 

Mr. Warrington. Thank you very much, Mr. Chairman. 

I want to thank you for the opportunity to appear here 
today. Amtrak has made tremendous progress since I testified 
here before you last April in my role as acting president of 
the Corporation. I know well that Amtrak must present 
consistent, accurate and verifiable proof of our progress to 
transform this corporation into a commercially oriented, 
customer focused and financially sound business enterprise. 

I fully understand that you have issued a challenge to this 
railroad to become financially sound. I take this challenge 
very seriously, otherwise, I would not have accepted the 
position of president and chief executive officer this past 
December . 


new board of directors 


Since my last appearance before you, Mr. Chairman, Amtrak 
has undergone tremendous change. In accordance with the Amtrak 
Reform and Accountability Act of 1997, the corporation has a 
new board of directors, led by Governor Tommy Thompson from 
Wisconsin. I wholeheartedly share this board's goal to make 
Amtrak the envy of transportation providers worldwide. 

This past December, the board appointed me to lead the 
corporation's turnaround as its president and chief executive 
officer. You may remember last April, as the interim president. 



my interest level was not quite as high as it is today. At that 
time, I looked forward to returning to my position as president 
in Philadelphia of the Northeast Corridor operation. 


amtrak's financial future 


However, after a few months here in Washington, I realized 
that the challenge as well as the promise of the Northeast 
Corridor really was a microcosm of the bigger whole, the 
national passenger rail system. I began to see how the lessons 
that I learned leading the Northeast Corridor could be applied 
to other parts of this country. I saw the possibilities for 
bringing the national railroad passenger system forward to make 
it not only operationally self-sufficient, but also one of the 
best service providers in the marketplace. 

I know, and I truly believe that this corporation can 
become profitable, operating a national system. 

Over the past year, I have led Amtrak's management team, 
with the advice and support of the board of directors, in 
crafting a business plan to revitalize the national passenger 
rail system by transforming Amtrak into a business-like, 
market-driven company that delivers services customers want. 
Amtrak is putting in place a business planning process and an 
internal discipline, an internal management discipline, to 
stick to that process that will incrementally move this 
corporation forward and prove to you and the American public 
that we are genuinely making progress toward our shared goals. 

I am proud to report that, since last April, Amtrak 
achieved record passenger revenues, topping $1 billion. This 
record was powered by the largest ridership increase in a 
decade, 4 and a half percent. On-time performance, which is the 
single most critical attribute for our customers, reached 78 
percent, the highest it has been in 13 years. 

In the first quarter of this fiscal year, Amtrak is 
sustaining that trend, with ridership up another 3 percent and 
revenues hitting the targets set in our strategic business 
plan. We are accomplishing this despite competing against 
extremely low fuel prices. 

On-time performance now stands at 80 percent system-wide as 
of January 30th. In fact, at the end of the first quarter of 
fiscal year 1999, we are $41 million ahead of where the DOT 
Inspector General's report projected we would be at this time 
in the fiscal year. 

We have a commercially focused business plan that will 
maintain this momentum. It contains valuable lessons we've 
learned from successful businesses we have incorporated to fit 
Amtrak's unique environment, and frankly, our unique culture. 
Our core objective is to increase our market share in the 
travel market, squeezing every dollar of revenue we can by 
leveraging our assets and never, ever missing a business 
opportunity. It's all about making money and building and 
delivering a consistent quality operation. 


northeast corridor high-speed rail 



We will achieve success by introducing high speed rail in 
the Northeast, by developing other high speed corridors 
nationwide, by forging partnerships, genuine partnerships, with 
State governments, private businesses--including freight 
railroads, operating a market based national route structure 
and improving and guaranteeing consistency, and quality of 
service. All of this will contribute to improving our image, 
which will attract more travelers and ultimately improve our 
bottom line. 

At the end of this year, Amtrak will phase in America's 
first high speed rail service on the northeast corridor. We 
will make America proud. High speed rail in the northeast is 
one of the cornerstones, that underpins Amtrak' s financial 
turnaround. We conservatively estimate that it will reap $180 
million in net incremental revenue annually by the end of 2002. 

This money will help to support our entire system across this 
Nation . 

I have no doubt in my mind that high speed rail in the 
Northeast will revitalize train travel throughout America. 

Amtrak has gained a unique expertise in planning, buildingand 
soon operating high speed service. We are ready to leverage that 
experience to develop high speed corridors in other densely populated 
regions, another key component of our strategic business plan. 

other regional high-speed rail 

In January, along with Chairman Thompson, Secretary Slater, 
Administrator Molitoris, Board Member Amy Rosen, and I traveled 
to Chicago to announce a $25 million investment in high speed 
service in the midwest, linking cities such as Chicago, 

Milwaukee, Detroit and St. Louis. Late last year, I joined 
other Amtrak board members. Federal, State and local officials 
in New Orleans for the designation of a high speed corridor 
along the Gulf Coast. 

We are also making tangible investments in the Pacific 
Northwest, the Southeast, upstate New York, New York-Albany- 
Buffalo, Southern California along Amtrak' s second busiest 
corridor in this country, from Los Angeles to San Diego. Long 
term capital funds will be critical over the long haul in 
making these high speed rail corridors a reality. 

You will note that these are regional corridors that cross 
State lines. In other words, it's a cooperative effort, 
partnerships which will make improved rail service a reality in 
these regions. Building these partnerships is another key 
component of our blueprint to fiscal solvency. This corporation 
will aggressively forge alliances with States, with local 
governments, with freight railroads, and commercial leaders to 
generate additional revenue as well as savings. 

market-based network analysis 

I also understand there is a tremendous potential to 
increase revenue and market share within the passenger rail 
market by increasing and stimulating, not unlike what Southwest 
Air has done, demand either in areas that Amtrak now serves or 



by expanding service where it will positively impact the bottom 
line. To accomplish this, Amtrak is undertaking a market based 
analysis of our entire national system with an eye on growth 
opportunities. It is another key strategic component of our 
business plan that will speed our path of profitability and 
better tailor our service to the needs of the transportation 
marketplace . 

I want Amtrak to have an expanded national system, one that 
actually increases our market share. We must become a relevant 
part of the country's transportation infrastructure, which 
will, over the long haul, require long term capital investment. 
We can't do that continually by cutting routes, services or 
frequencies on our trains. We cannot cut ourselves to 
prosperity . 

However, Amtrak can only expand in those markets where 
research, hard facts and data, not hunches, not nostalgia or 
historical precedent, indicate a strong chance for commercial 
success. While the market-based network analysis will give us 
the demographics and the transportation trends, we need to 
increase market share and revenue. We will never reach 
prosperity if we do not deliver a high quality and consistent 
level of service to our customers. Without a doubt, the single 
most significant challenge before Amtrak today is to 
fundamentally alter the way that we interact with our customer. 

management improvements 

We have put together a top level management team to 
establish and implement company-wide service standards in 
cooperation with all of our labor organizations. The team has 
benchmarked the best practices in customer service at many 
enterprises around this Nation: Ritz-Carlton, Sears Roebuck, 
Continental Airlines, and the U.S. Postal Service, for that 
matter . 

Our road map to excellence relies on several tactics. 

First, it will improve and expand our employee training. We 
can't expect even the most competent and professional employees 
to deliver consistent service without a fundamental and intense 
training standard. 

Second, we are thoroughly overhauling our hiring practices 
and procedures. It is vital that we hire the right people for 
the right job. We have not always done that in the past. We are 
doing it now. 

Third, we will offer our employees incentives and 
recognition for exemplary job performance. It is crucial to 
reward hard work and extra effort, particularly around customer 
service. Finally, since none of these initiatives is effective 
without excellent management, we are instituting a 360 degree 
evaluation program for all managers in the company. Management 
performance will be evaluated from above, from peers and from 
direct-report employees. This is the only way to build 
effective leadership. 


labor ' s role 


Recognizing labor's role in this initiative, I would like 
to commend all union leadership for its shared commitment with 



Amtrak for a prosperous future. It is clearly a cooperative 
effort, and to that end, collective bargaining agreements have 
been ratified or have been tentatively agreed upon with almost 
90 percent of Amtrak' s work force. I expect we will soon reach 
agreements with the two remaining unions. Together, the leaders 
of Amtrak 's unions and management are working very hard to 
ensure financial stability for the 22,000 employees covered by 
collective bargaining agreements. 

business plan 

Without this cooperation to improve service standards, we 
cannot maintain and grow our customer base, no matter what our 
demographic studies might tell us about population and 
transportation trends. If we can't deliver enviable service, 
and service delivery is the one thing that we can always do 
better than our competition, no number of studies and market 
assessments will be worth the time and effort to implement. 

I want to assure you that Amtrak is turning the corner to 
become a commercially oriented, customer focused and 
financially sound business enterprise. We have put in place the 
most aggressive and commercially focused strategic business 
plan in this corporation's 25 year history. I stand behind this 
plan, and so does Amtrak' s board of directors. For us, it is 
about making money and putting customers first. It's about 
keeping our commitment to you to achieve operating self- 
sufficiency by following through on our business initiatives. 

To do this will require a commitment from the Congress as 
agreed to in the Amtrak Reform and Accountability Act of 1997, 
to provide adequate capital investment funds which will enable 
our business plan to succeed. 

Let me share with you an example of wise capital investment 
in technology. Three years ago our telephone reservation call 
centers were the laughingstock of the travel industry. After 
$10 million in capital investments, our call centers were named 
the best in the travel industry by Call Center Magazine just 
last month. Our call centers now generate more revenue per call 
at less cost. For our customers, it means they spend less time 
on hold. They receive more thorough, professional information, 
and we sell more tickets less expensively. In the end, we will 
end up saving about $17 million as a result of that $10 million 
investment . 

So you see, Amtrak' s need for long-term Federal 
capitalsupport is no different than all the other modes of 
transportation: highways, airways, transit and maritime. As I have 
stated, adequate capital enables Amtrak to enter more substantial 
investment sharing partnerships with States and private businesses, 
boost our revenues, increase savings and grow ridership. 

AMTRAK 'S BUDGET REQUEST 

To this end, Amtrak is asking the Subcommittee to support 
the Administration's fiscal year 2000 budget request for $571 
million for Amtrak, Mr. Chairman. This amounts to $38 million 
less than Congress approved for Amtrak in fiscal year 1999, and 
reflects Amtrak 's genuine commitment to lessen our dependence 
on Federal operating support. As with last fiscal year, our 



budget request is a capital only grant. 

The other key component of our grant request is Congress' 
confirmation of Amtrak's ability to invest these funds in the 
same manner as every other transportation mode does. Amtrak's 
grant request asks that you renew our ability to use these 
funds as other modes do for maintenance of equipment, as you 
did in last year's bill, and to extend this flexibility to 
cover maintenance of way investments as well. 

working relationships 

To prove beyond a shadow of a doubt that we are making real 
progress, and to ensure you that Amtrak is using Federal funds 
prudently, I will see to it that Amtrak continues to work 
closely with you, Ken Mead, the DOT Inspector General, and his 
Deputy, Mark Dayton and the Amtrak Reform Council. 

Amtrak has established an excellent working relationship 
with the ARC and its Chairman, Gil Carmichael, and Vice 
Chairman, Paul Weyrich. I personally look forward to continuing 
to work with them closely in the future and relying upon their 
guidance . 


amtrak's closing remarks 

Let me close by telling you again how confident I am that 
we will succeed in turning around Amtrak. Our performance 
results for last year and the first quarter of this fiscal year 
are evidence of that turnaround. As you watch us for the rest 
of 1999, you will see more of the pieces of our business plan 
unfold, business partnerships, the launch of high speed rail in 
the Northeast, investment in corridor service, improved 
customer service, and ridership and revenue growth. 

Amtrak, all 24,000 employees, have been entrusted with a 
national asset. It is in good hands today, and it will be in 
even stronger hands tomorrow. 

Thank you very much, Mr. Chairman. 

[The prepared statement and biography of George Warrington 
follow : ] 

[GRAPHIC (S) NOT AVAILABLE IN TIFF FORMAT] 

Mr. Wolf. Thank you, Mr. Warrington. 

Ms. Molitoris, do you want to go next? Then Mr. Mead can 
follow . 


FRA Opening Statement 

Ms. Molitoris. Thank you, Mr. Chairman. It's a pleasure to 
be here and testify before you and the Committee about Amtrak 
and our observations of its status today. 

fra's amtrak request 

There have been significant changes as have been outlined 
by Mr. Warrington. I'll try not to repeat those he has 
mentioned, but to mention others. The President's budget asks 
for $571 million, which is the third installment of the five- 



year, $5 billion plan to re-energize and recapitalize Amtrak. 

In addition, that amount of money plus the capital 
definition that is requested are the two ingredients, that are 
foundational to continue the kind of success Mr. Warrington has 
described. We have a new Board of Directors, as you know. The 
chairman is Governor Tommy Thompson. Governor Thompson has said 
very often during these past months to all that there is a 
renaissance of passenger rail. That is underscored by the kind 
of State investment that Amtrak is receiving. 

state investments 

In fact, over 20 percent of its public funds are now coming 
through State investments. In your own State of Virginia, for 
example, just last month, the Virginia Commonwealth 
Transportation Board endorsed high speed improvements to the 
Washington-Richmond corridor totaling $370 million in the next 
15 years to raise Amtrak speeds to 110 miles an hour, reducing 
the Washington to Richmond trip time to 90 minutes. 

This is just a microcosm of what's happening all over the 
country. People are demanding good rail passenger service as an 
alternative, whether it's the Northwest, California, North 
Carolina, Virginia. States are saying they need rail, they need 
high speed rail. And the partnership between Amtrak and the 
States, I believe, is a clear example to you that people think 
this investment is worthwhile and important for the next 
millennium. 


fra/amtrak partnership 

I'd like to comment on the change in the working 
partnership between FRA and Amtrak. I can tell you that in the 
last year, I have seen a real change in responsiveness. FRA is 
vigorously pursuing all safety implications of the Northeast 
high speed rail plan, as we are on all of the other Amtrak 
routes. Mr. Warrington and his staff have become very 
responsive. They are standing with us on all the safety 
elements. I think this is crucial to their credibility. I can 
testify to the fact that there has been a real change. 

amtrak 's future 

The upsurge in ridership and revenues on Amtrak is 
crucially important. We know that Amtrak must grow its way to 
fiscal health and viability for the 21st century. The kind of 
growth that Mr. Warrington has described is an indicator. I 
think no one is more pleased than the Inspector General himself 
to hear that Amtrak is so far ahead of projections, because it 
means that the investments the Congress has approved in the 
last several years, including the TRA funds, have really netted 
the taxpayer the kind of return on investment that is so 
important . 

I want to underscore the performance standards that are 
being instituted at Amtrak, because money alone cannot do it. 
The kind of service that you receive and that I receive and 
that all customers receive will get us return customers, and it 
will also encourage that person to person marketing that's 



going to be part of the upsurge and the return on investment 
that we're seeking. 


high-speed rail service 

We look very much forward to the high speed rail 
institution of service. As you know, the Pueblo test track is a 
leased facility of the Department of Transportation. We 
invested funds through the Congress' approval to upgrade the 
track at Pueblo to assure that there would be testing 
facilities for the high speed trains. Locomotives are being 
tested right now; the trainsets will be there very soon. 

If there was ever an opportunity in your schedule, it would 
be a real eye opener to see what goes on at Pueblo, Mr. 
Chairman. The testing, the rigorous testing, can assure all 
Americans that these will be thesafest trainsets in the world. 

amtrak board of directors 

We appreciate the guidance that this committee and the 
Congress has given us. The new Board of Directors at Amtrak is 
a Board of real synergy with the leadership of the Chairman, 
Governor Thompson, the Vice Chairman, former Governor Dukakis, 
and all the members of the Board in concert with the Secretary. 
It's a very exciting time for passenger service. If the 
discipline continues, and I think the Board and the Corporation 
are committed to pursuing that discipline, we are going to see 
a continuation of these encouraging signs. 

state funding flexibility 

I might also mention, Mr. Chairman, that the National 
Governors Association took the unprecedented step, just about a 
week and a half ago, to pass a resolution encouraging the 
Congress to consider more flexibility for the States in 
investment in Amtrak, if a State so desires. That is an 
indicator, a quite extraordinary indicator, of the kind of 
national groundswell there is for passenger service in this 
country . 


amtrak safety statistics 

We are pleased that the safety statistics at Amtrak 
continue to improve. We will coordinate with Amtrak to assure 
that these safety statistics continue to improve. And I might 
say to you that we have even engaged in a memorandum of 
understanding to assure every safety element of the plan that 
Amtrak is pursuing. We are working together to assure that kind 
of result for America. 


fra closing remarks 

So with the President's request, $571 million, the expanded 
capital definition, which I might emphasize puts Amtrak on the 
same plane as all other transportation modes who have this 
ability, and really lets them operate more like a business: 
that ' s what you want and that ' s what we want . 



We appreciate the opportunity to be here, and to testify 
today . 

[The prepared statement and biography of Jolene Molitoris 
follow : ] 

[GRAPHIC (S) NOT AVAILABLE IN TIFF FORMAT] 


Inspector General Opening Statement 

Mr. Wolf. Mr. Mead. 

Mr. Mead. Thank you, Mr. Chairman, Mr. Sabo, Ms. 

Kilpatrick. Good to see you again. 

Mr. Chairman, as you know, we are required to do an 
independent assessment of Amtrak's financial profile every year 
as it goes down the glide path toward 2003. That was issued 
earlier, and some of our testimony will be based on that. 

With me today is Mark Dayton of our senior management. 

Among his other duties, he directs our Amtrak work. I often 
feel he's both our right and left hand in the Amtrak area. 

assessment of amtrak 

Let me get to the point. Our overall assessment is that 
with strong leadership, intense management and continued 
favorable economic conditions, it will be possible--albeit 
dif f icult--f or Amtrak to meet its Congressional mandate and 
become operationally self-sufficient by 2003. Nevertheless, 
even if Amtrak does reach operating self-sufficiency, it will 
continue to require indefinite, substantial capital funding. 

Our testimony will address five areas related to Amtrak's 
financial outlook. They are Amtrak's 1998 operating results; 
Amtrak's ability to achieve operating self-sufficiency by 2003; 
cost and schedule for the Northeast Corridor high-speed rail 
project; Amtrak's funding needs for capital, and Amtrak's 
request for funding flexibility. 

amtrak's operating results 

First, Amtrak's operating results. They were indeed better 
than the $845 million operating loss projected for 1998, but 
the loss still totaled $823 million. I should point out that 
the loss did not include an $107 million cost-adjustment 
related to Amtrak's labor settlements. Those costs, which 
Amtrak had planned to record in 1999 raised the operating loss 
to around $930 million, but the cash loss remained unchanged. 

Of the $823 million, over $500 million is a cash loss, and the 
remainder--about $300 million--was attributable to 
depreciation . 

Also, Amtrak's ridership and passenger revenue increased in 
1998, as Mr. Warrington indicated--not quite as much as Amtrak 
has projected, but it did increase. Non-passenger revenues from 
activities such as commuter operations, mail and express 
service, and commercial development have become very important 
to Amtrak. 

I want to stress this, due to the importance of the non- 
passenger revenue category to Amtrak's survival. In 1998, non- 



passenger revenue sources accounted for 37 percent of all 
Amtrak revenue. That's $626 million out of about $1.7 billion. 

Mr. Chairman, expenses for the railroad also were less than 
projected. Amtrak had projected a 7 percent increase. Expenses 
actually came in around 4 percent. 

financial status 

Second, our review of Amtrak' s March 1998 strategic 
business plan indicated that Amtrak would sustain an additional 
$823 million in operating losses between 1999 and 2003. In 
2003, Amtrak' s unfunded cash loss, would be about $304 million. 

That figure is $167 million more than Amtrak was forecasting. 

Amtrak management, I should say, is aware of our concerns. 

It is now executing plans projected to increase revenues and 
reduce costs. 

We made several recommendations in our assessment, and we 
understand that Amtrak is in the process of addressing all of 
them. 

To reach operating self-sufficiency by the year 2003, first 
and foremost Amtrak must provide good and timely service to its 
customers. I think the on-time performance indicates that 
Amtrak is moving clearly in that direction. It must also 
implement--and this is essential--the high-speed rail service 
in the Northeast Corridor. That is a key revenue driver. It has 
to improve ridership and revenue on the intercity and Amtrak 
West trains as well. 

Amtrak also must vigorously pursue new mail and express 
package business. This is a very promising area. We think it 
has a lot of potential. 

The west coast States also have proved to be big financial 
supporters of Amtrak. Amtrak needs to pursue similar 
partnerships, bottle that strength that they have in the west, 
and get it to other States as well. 

northeast corridor high-speed rail 

Third, the cost of the high speed rail program in 
theNortheast Corridor has grown to about $2.5 billion. That's about a 
$500 million increase. That's happened for two reasons. First, Amtrak 
expanded the size of the project, adding more trainsets, electric 
locomotives, and other programs. Second, the cost of the 
electrification project north of New Haven experienced some rather 
significant cost overruns. 

I hope we have experienced all the cost overruns and cost 
increases, because if they go any higher, you're basically 
going to have to divert capital funds that are targeted for 
other projects in the system to that corridor. 

The electrification project experienced repeated delays and 
is on a very tight schedule, for implementation in October 
1999. Full-system testing was originally scheduled for July of 
this year. But that has slipped, and it won't occur until 
October. The same month, the electrified service is scheduled 
to begin. 

Now, Amtrak, we think, can do it. But it's going to be 
extremely tight. Three things have to come together in the 
Northeast Corridor. First, the electrification has to be 



completed. That has to work. Then we have to bring the high- 
speed trainsets on, and they have to be tested, and they have 
to work. The third thing--where the Northeast Corridor 
intersects with the Central Artery in Boston, work on the 
Central Artery has to be completed as well. The Central Artery 
work appears to us to be on schedule. 

CAPITAL INVESTMENT 

Fourth, I'd like to speak to Amtrak's needs for capital 
investment. I'm not talking about maintenance--! 'm speaking 
strictly about traditional capital investment. These investment 
needs range from a minimum level of about $2.7 billion to a 
developmental level of about $4 billion. The $2.7 billion will 
keep the railroad infrastructure in good operating condition 
until 2003. And the $4 billion would allow Amtrak to expand and 
develop new business opportunities. 

If Congress provides the funding consistent with the 
Administration's request for this year, through 2003, Amtrak's 
funding, we think, will fall short of even the minimum capital 
needs by about $500 million. That amount will increase if 
Amtrak's operating losses are higher than the railroad is 
pro j ecting . 


expanded capital definition 

Finally, Amtrak received Congressional approval to spend 
its 1999 Federal ''capital appropriation'', and I put capital 
appropriation in quotes, for maintenance of equipment. Amtrak 
is now requesting permission to also spend its Federal funding 
for what's called ''maintenance of way''. If Amtrak does not 
get that approval, Amtrak will not be able to cover its 
operating losses in 2000, and could be forced to default on 
current obligations. 

That could occur, ironically, even though Amtrak is likely 
to have about a billion dollars in the bank which would be 
Taxpayer Relief Act money. That's because that $1 billion in 
TRA funding can't be used for maintenance of way. It can be 
used for maintenance of equipment. So they are likely to have a 
billion dollars in their bank account that they may not be able 
to use. 

I would just like to close, Mr. Chairman, by saying that 
Amtrak has been cooperative and responsive in all phases of our 
work. That's not to say there haven't been disagreements--some 
sharp ones on occasion--but they have always been resolved 
forthrightly and respectfully. 

Thank you, sir. 

[The prepared statement and biography of Kenneth Mead 
follow : ] 


[GRAPHIC (S) NOT AVAILABLE IN TIFF FORMAT] 

Opening Remarks 

Mr. Wolf. Thank you very much. I appreciate the testimony. 
Your testimony, Mr. Mead, was much more optimistic than it was 



a couple of years ago, clearly. If you recall two years ago 
when Mr. Downs was here, we were talking in terms of 
bankruptcy. So it looks like things have turned around a little 
bit . 

Let me also say before we get to the questions, I was 
pleased with your appointment, Mr. Warrington. I think you 
bring a degree of professionalism. I think it was Cicero or 
Plato who said, they ought to give jobs only to people that 
don't want them. You didn't appear to want the job very much 
last year when we talked. I remember when you left the office, 

I made a comment to one of my staff that I thought you probably 
would do a good job, simply because you didn't want it. You 
knew how tough it was. 

So this Committee, in a bipartisan way, has always been 
very, very supportive, in some respects more than the Congress 
as a whole. So I hope that you can do well. We want to 
cooperate in every way possible to give you every opportunity 
to do well. 

I have a number of questions, a long list. I'll go through 
that we prepared. But based on some of the testimony, I just 
wrote down some questions here. 

scoring of expanded capital definition 

As you know, there were scoring problems, Mr. Mead, with 
regard to the operating of the way, the definition. Do you have 
any comments about that? We're going to have to obviously check 
with 0MB on that. But have you looked at the scoring 
implications of, for example, permitting money to be used for 
operations of way as well as maintenance? 

Mr. Mead. It presents a problem. As I understand it, you 
have a 40 percent score on the current appropriation. Which 
means that in the year thereafter, they can score a remaining 
60 percent. And if you expand the definition to include 
maintenance of way, they will need access to more of that 
money, in the current fiscal year. So you'd have to jack up the 
scoring a bit. 

I don't think you'd have to get in the neighborhood of 80, 

90 percent or anything like that. 

Mr. Wolf. Well, we're going to look at that, and maybe the 
Administration could work with us and help us with regard to 
that. At one point I read in the paper stories about lifting 
the caps. Now it looks like the caps will not be lifted, which 
will make this whole process much more difficult. 

Mr. Mead. I just wanted to say, there's almost an irony 
here of Shakespearean proportions. If the definition isn't 
changed, it could drive almost absurd behaviors. Forexample, 
equipment that could be repaired--that is perfectly good equipment that 
just needs to be repaired--might drive Amtrak to go buy new equipment, 
or just not maintain it. 

capital definition in taxpayer relief act 

Mr. Wolf. Is there any way the definition could be changed 
in the Taxpayer Relief Act (TRA) ? Could we go and do that, to 
allow that $1 billion to be used? 

Mr. Dayton. We haven't looked at it directly. But one thing 



that Amtrak might be able to do is, if they had the maintenance 
of way definition in the Federal appropriation, they could tap 
TRA for maintenance of equipment. Right now there is an overlap 
between TRA and the annual appropriation, but they can't spend 
the same money twice. If they had maintenance of way out of the 
Federal appropriation, then with maintenance of equipment from 
TRA, Amtrak could cover its operating expenses. But Amtrak 
would have to address that in terms of the actual cash flow. 

Mr. Warrington. Mr. Chairman, we made very firm commitments 
and assurances to the Congress when the TRA was enacted that we 
would reserve and use that money for high yield capital 
investments. So as a matter of policy generally, the board has 
taken a fairly aggressive position about trying very hard to 
earmark and reserve that money for capital investments that 
provide a high rate of return. 

At the same time, the annual appropriation for operating 
support reduces itself to zero by 2003, except for funds needed 
for mandatory railroad retirement payments. In other words, we 
will be reducing the share of that amount of money that we 
would be allocating through this capital maintenance definition 
over this period of years. As a matter of fact, the total 
amount which we would be drawing down in 1999, this fiscal 
year, $484 million, which is really two years' worth of 
maintenance of equipment. Since we did not do it last year, 
declines to $361 million in 2000 and $242 million in 2001. 

So the share of that annual capital appropriation that we 
would be using for capital maintenance will be declining as a 
result of our other successful enterprises and commercial 
enterprises and revenue streams. That was all with an eye 
toward working hard to drive down the share of that money that 
goes to that purpose, and reserving the TRA to the greatest 
extent possible for the kind of capital investments that allow 
us to ultimately reduce the requirement for capital maintenance 
out of the actual appropriation by improving our cost structure 
or generating revenue. 

revised trip times on northeast corridor 

Mr. Wolf. I think that's appropriate, and I think the 
integrity of that amount was expected. And I think to go into 
that would probably shatter your credibility. 

On the issue of high speed rail, what will the change be in 
trip time from Washington to New York, compared to now? What is 
it now on Metroliner? 

Mr. Warrington. Right now Metroliners, Mr. Chairman, have a 
three hour running time between Washington and New York. Our 
original planning for the high speed program was going to bring 
that travel time down to about 2 hours and 45 minutes. 

Some of the reasons why we have increased the costs 
associated with the high speed program, which Ken referenced, 
were conscious decisions to recategorize expenses and allocate 
money toward investments that would further improve those 
original estimates around travel time. We will run several peak 
hour trains, once we're fully operational. We'll run several 
peak hour Washington to New York trains at 2 hours and 28 
minutes. Our original planning was 2:45, down from 3 hours. 

With that kind of competitive performance, based upon the 



modeling that we've done, we will have a very, very attractive 
service, especially when you couple it up with the onboard 
amenities and the basic appeal around high speed trainset 
design, which we spent a lot of time and effort modeling and 
researching with customers. On the North end, between New York 
and Boston, today's 4 hour and 45 minute trip to 5 hour trip 
will be reduced to about 3 hours and 10 minutes. We will get 
that down to just over 3 hours over a period of 12 or 15 
months . 

Once again, we have modeled that travel time performance. 
It's all about travel time, frequency and price. Today we will 
be a very competitive and very attractive downtown to downtown 
option for auto users, bus travelers and air shuttle 
passengers . 

Mr. Wolf. These 2:28, the stops would be in what? 

Mr. Warrington. The 2:28 would be express. New York- 
Philadelphia, which is our largest 

Mr. Wolf. It won't stop in Baltimore? 

Mr. Warrington. Probably just Philadelphia. There is a lot 
of MARC service today out of Baltimore. And we will make other 
trains stop at Baltimore that have more local stops for that 
local traffic. 


maintenance of way definition 

Mr. Wolf. Have you been told by the authorizing committees 
in both the House and the Senate what their position is on the 
maintenance of way definition change? 

Mr. Warrington. We have not had that discussion yet, Mr. 
Chairman . 

Mr. Wolf. Will you inform us if you do? And I'll ask them, 

too . 

Mr. Warrington. Certainly we will. 

funding flexibility within the states 

Mr. Wolf. The issue of flexibility, I saw that the 
Governors had voted for that. I think that was very, very 
healthy. I would favor that. I think that's very positive. 
Governor Carper wants to--I mean, you can't build many more 
roads through Delaware, and they've got that toll so high as 
you go through the booth as it is now. And that is a cash cow 
for the State of Delaware. 

But if he wants to put that money in rail, I think he ought 
to have the opportunity. Are you following up, or is the 
Administration? Are you looking for a change or have you 
approached the authorizing committees, asking them for that 
change? I know the highway lobby would probably go bonkers. I 
would support it, frankly, I want you to know that. 

But are you going to make a major effort to ask this 
Congress to give the Governors the flexibility? 

flexibility in tea 21 authorization 

Ms. Molitoris. Mr. Chairman, I presume you're asking me. 

Two things. First, if you recall TEA 21, the Administration's 
proposal did include that. It was on the table primarily until 



the end. You are probably quite astute in finding out where the 
opposition was. 

But I think there are certain discussions going on about 
tweaking TEA 21 in this Congress, and perhaps that will be part 
of the discussion. I know that the Administration continues to 
support it, because we believe that people at the local level 
know what they need most, especially since there is the 
requirement that they be involved in funding from a variety of 
levels. That would be an opportunity for them to invest in what 
they think they need most. 

governors' statement on flexibility 

We certainly think the Governors' statement is a powerful 
one in expressing to the Congress the will of the State 
leadership. We will be following up on that, and are working 
with Governor Thompson, who is taking a lead role. 

Mr. Warrington. Mr. Chairman, that really was an 
unprecedented action by the National Governors Association. And 
we appreciate that deeply. It's the first time there's been 
that kind of consensus. 

Frankly, one of the things we're trying to do is build 
those kinds of State 

Mr. Wolf. Was there any opposition to it at all? 

Mr. Warrington. Very little, I understand. None, as a 
matter of fact, they tell me. Across the board, we really felt 
very good about it. 

And you know, it's a reflection on our building 
partnerships with States and regional entities. They have a 
real stake in the economics associated with passenger train 
service and inter city service. Building that kind of 
infrastructure, both politically and financially, with States 
and regions, really is one of the partnership futures that I 
talked about earlier. 

Specifically, we have followed up with the Senate Committee 
on Environment and Public Works. We think there may be 
opportunities around a TEA-21 technical corrections bill. And 
Governor Thompson and Governor Carper and many other Governors 
from the Midwest as well as the Northeast and the South, have 
been following up with members, lots of members of Congress, 
around the importance of that flexibility to their States. 

It is particularly important because as we move forward 
around mirroring Northeast Corridor styled high density rail 
service around this country, in the Midwest, West, the 
Southeast, it's very important that Governors who recognize the 
critical economic role of inter-city rail passenger service-- 
high density, higher speed inter-city service--have the 
flexibility to provide Federal highway money from such programs 
as NHS or STP or CMAQ money, and devote it to those kinds of 
programs, which would match or work very well with Amtrak 
capital funding. That's the real partnership. 

federal/state partnerships 

That's something we've had success in a handful of States, 
in the West, California, for example, the State of Washington, 
New Jersey, Delaware, New York State recently with Governor 



Pataki . We would really like to enable all the Governors to 
establish those kinds of partnerships with us. Many of those 
partnerships are basically 50-50 deals. They have been very 
successful, and it creates a lot of local momentum and buy-in 
and interest in rail passenger service. It really offloads the 
hundred percent responsibility from the Federal Government. 

It's something that we feel very good about. 

Four or five years ago, if you quizzed or queried many of 
the Governors in States around this country about their 
relationship with and willingness to partner with Amtrak, you 
would receive a very different kind of picture than the kind of 
picture that I feel and I hear about today. There is a genuine 
interest in recognizing the value of inter-city rail service, 
and a genuine interest in financially participating in making 
it happen. Why? Because it means improvements to the local 
economy. We feel good about that. 

Mr. Wolf. Well, I hope you're able to do that. Because you 
have Governor Thompson who is a very capable person, he is a 
sitting Governor, but you also have two former Governors, 
Governor Dukakis and Governor Holton from my State. They are 
both very talented, and very persuasive at times on the issues. 

This is really important, particularly with the budget 
numbers, as close and as tight as they are and this committee 
wanting to help as much as it can. Flexibility, I think, is 
where the future lies. I would urge you to try to do something 
in this Congress. 


air rights 

One last question, then I'm going to recognize Mr. Sabo. 

Are you looking at all of the air rights and your ability to 
generate revenue from the use of them, around Union Station? I 
guess the air rights are mainly with the Federal Government, is 
that correct? 

Mr. Warrington. Some of the air rights were sort of stolen 
from us at midnight one night, by some technical action 
occurring over here somewhere. But frankly-- 

Mr . Wolf. And those air rights now belong to the Federal 
Government? 

Mr. Warrington. I believe they belong to someone in GSA. 

Mr. Wolf. Well, are you looking? Because I know Mr. Mead 
said 37 percent is the figure, or from sources other than, the 
air rights at Union Station, the air rights in Baltimore, the 
air rights--you don't own 30th Street Station, do you? 

Mr. Warrington. Yes, we do. 

Mr. Wolf. They told me there is an effort to modernize the 
30th Street Station. Are you looking at that as a possibility? 

commercial revenue 

Mr. Warrington. Over the past three years, we have improved 
our commercial revenue streams. And a lot of it is around real 
estate, about $200 million, primarily in the Northeast 
Corridor. Every square foot of commercial real estate space, in 
Penn Station, New York, for example, is leased out today at 
midtown Manhattan rates. This is the first time in the 
company's history we have 100% leased space at Penn Station. 



Every facility between Washington and Boston is being 
explored with the development community around air rights 
development and commercial development, particularly tied to 
the attractiveness of high speed rail, serving those 
facilities. In Washington Union Station, for example, the New 
York Avenue development group, the New York Corridor 
development group gave spent quite a bit of time with around 
air rights development. We see some opportunity for developing 
the parcel out by the IBCD maintenance facility that we 
continue to have the rights to. 

In Delaware, we've got lots of opportunity in development 
around the Wilmington station. Just yesterday, I met with Craig 
Weiss, the President of Greyhound in Baltimore. He and I have 
struck an agreement which deals basically with Greyhound and us 
partnering at the Baltimore station. Amtrak and Greyhound would 
invest, and joint ticket, making the facility a true intermodal 
facility. And we've got negotiations hopefully concluding 
within the next several months, for a hotel development on top 
of today's Baltimore Union Station, all of which will generate 
revenue streams for us. 

At 30th Street Station in Philadelphia, we are in the final 
stages of negotiating an arrangement around a combination 
hotel, conference center, tied to high speed train service, and 
perhaps a movie theater on the air rights, a 60 acre site just 
north of the 30th Street Station. Every single locationthat 
we've got on the Northeast Corridor we're exploiting around real estate 
and commercial development opportunity and taking down revenue streams 
from that. We are very, very aggressive about that, Mr. Chairman. 

And on the north end, as the high speed program takes off 
and electrification wraps up, stations like 128 and New London 
and South Station in Boston, will see increasing commercial 
activity, commercial development, office development. All of 
that just works to generate more attractive ridership for us. 

expanded capital definition 

Mr. Wolf. Mr. Sabo. 

Mr. Sabo. Thank you, Mr. Chairman. 

Mr. Warrington, do you disagree with Mr. Mead's assessment 
of your need for change in the capital definition in next 
year's appropriation? 

Mr. Warrington. We agree that we need the definition of 
capital maintenance expanded. Without the expansion of that 
definition, there's about $45 million or $47 million worth of 
expense that we can't assign to that pot. We don't have any 
other pots to assign it to. And we have basically borrowed 
commercially up to our limit. We may have a very little bit of 
flexibility there, but not enough to be able to cover that 
requirement . 


taxpayers relief act funds 

Mr. Sabo. I am curious about the money from the Taxpayers 
Relief Act. Is that money in hand? Are you getting interest 
earnings off that? Or is that simply money we retain and you 
draw? 

Mr. Warrington. We have that money invested in three 



different investment houses, Morgan Stanley, Bank of America 
and Merrill Lynch. Through last month, it was earning an 
average of between 5 and 5.6 percent, depending on which fund 
it was in. And we have earned year to date about $39 million, 
which goes back into that capital fund. 

Mr. Sabo. Do the same restrictions apply to the interest 
earnings? 

Mr. Warrington. Yes. 


long term capital needs 

Mr. Sabo. I would also like, Mr. Warrington, if you'd 
respond to Mr. Mead's assessment of your long term capital 
needs. If I understand correctly, you're saying we're 
underfunding basic capital needs through 2000. 

Mr. Warrington. Yes. I'll be very focused about that, Mr. 
Sabo. I firmly believe that Amtrak needs to demonstrate to you 
and to the Congress credibly that we are making serious 
progress around reducing and ultimately eliminating the 
requirement for operating subsidies. That's going to come in 
lots of forms. It's going to get more commercially oriented, 
around real estate development, around mail and express as Ken 
said, on the rear end of long distance trains. 

All of those factors have been and will continue to combine 
to improve our bottom line. It's going to require an 
extraordinary amount of work, a lot of focus and a lot of 
management discipline. But we need to demonstrate that we can 
credibly chip away and get where we need to get to. I firmly 
believe that as we establish that kind of credibility as an 
institution, Amtrak has an obligation, to be very straight and 
very between-the-eyes about what the real and genuine capital 
requirements are for America's railroad. They are sizeable and 
significant on a sustained basis. 

federal capital investment 

We believe that over the past 25 years, the modal equity 
issue has seriously injured us. Every other federally funded 
transportation mode in large measure indirectly, in some cases 
directly, receives sizeable capital investments in 
infrastructure that are not borne basically by the carrier, but 
they are borne by the Federal Government, in highways and 
marine dredging and the like. Amtrak has never fully received 
the kind of sustained annual, regular capital funding that will 
really enable us to grow. 

And frankly, the way the argument has been going for 20 
years is that Amtrak doesn't deserve that capital since Amtrak 
only has 1 percent market share. Amtrak will not get more 
market share unless Amtrak invests capital. It's a cyclical 
argument . 

I will assure you that with steady, sustained capital, 
which we need to clearly define, and we need to do that over 
the next year, as we conclude all of our market analysis, and 
high density corridor planning work. We would like next fall to 
begin the public policy discussion about what's a fair and 
appropriate, reasonable and defensible, long-term sustained 
annual Federal as well as State and local and regional level of 



support. It has never been fully defined, and we have never 
established the kind of credibility around operating subsidies 
that enables us to make that case. 

The number is probably sizeable. But until we conclude all 
our planning work around the economics of the high speed 
corridors around the country, and the economics of all of our 
long distance trains, I feel uncomfortable asserting fair share 
argument around capital requirements. But they will be there 
and they will be sizeable. 

I fully endorse Ken's assessment that we will need that if 
we are going to grow. The only way we are going to be 
successful is if we grow. We have nickel and dimed ourselves to 
death in this organization over the last 20 years. It is no way 
to run a business, and it's no way to be competitive in the 
marketplace. What's behind success for this enterprise over the 
next 5 to 10 to 15 years is a steady stream of sizeable, 
significant capital. Our challenge is to build the right kind 
of partnerships with the freight railroads and with the States 
that make that capital investment attractive and enable it to 
pay off for us. 

Mr. Sabo. I'm not sure if I understand the answer, though. 

Mr. Warrington. I agree with Ken. 

Mr. Sabo. I think the answer is, you are ready for 2000 but 
we may hear it for 2001 with additional justification. Is that 
the answer? 

Mr. Warrington. Yes. Mr. Sabo, frankly, the TRA fund will 
basically expire. We will have basically spent it down by the 
time we get to 2001. And we will have a public policy 
discussion that we're going to need to have about what's the 
right fix for the long haul around a regular, predictable, 
steady infusion of capital. 

What I can tell you today is, and I don't want to split 
hairs with Ken about exactly what that number is, because it's 
not just a 2001 or 2002 or 2003 issue. It's a 2000 to 2020 
issue, as a matter of public policy. What's the appropriate and 
fair and equitable allocation to inter-city rail service in 
this country by the Federal Government, and as well by State 
governments and regional entities. 

outlays 

Mr. Sabo. Thank you. Let me just follow up in asuggestion 
the Chairman made. That is, you put your minds together on how we deal 
with the scoring problem of outlays. The problems we're going to have 
are immense here. They're going to be much tighter than what the 
problems the Administration had in putting their budget together. I 
assume that's the reason it's not explicitly in your budget. 

Mr. Warrington. Okay. 

Mr. Sabo. We look for your creativity. 

Mr. Warrington. We'll try hard, Mr. Sabo. 

Mr. Wolf. Ms. Kilpatrick. 

Ms. Kilpatrick. Thank you, Mr. Chairman. Delighted to see 
that we didn't go by seniority on this one, Mr. Pastor. 

Mr. Pastor. This one is first come, first served. 

[Laughter . ] 

Ms. Kilpatrick. Thank you, Mr. Chairman, and Mr. Pastor, 
too, for being late, I guess I should say. [Laughter.] 



revenue and operating assistance 


Ms. Kilpatrick. I appreciate all the comments that have 
been made this morning. It's refreshing to see the IG and the 
CEO on the same page. You don't see that a lot. I come from a 
state legislature where I did transportation issues in Amtrak 
and the department did not get along as well. It's good to see 
that . 

I'm concerned about the 2002 phase-out of Federal 
assistance on the operating side. I commend you, Mr. 

Warrington, for the initiative you have in place in looking at 
others to expand so the revenue stream will be what you need it 
to be as you get beyond 2002. 

Are you confident that you'll make that, that you'll reach 
that and have the revenues you need without coming back and 
asking us to extend it a year or two more? 

Mr. Warrington. I feel very comfortable that it is 
achievable. It is going to require a lot of work. Frankly, I 
appreciate all of the oversight and analysis and second 
guessing that goes on around it. Because it just makes us 
sharper and smarter, more focused and disciplined about getting 
there. There is a lot, a lot of oversight and focus and review 
of every move we make and everything we do. It does nothing but 
just keep us focused on the long haul and getting there, and 
not getting tied up and lost in short-term problems. 

business projections 

We have a vision. We have a very clear plan about how to 
get there. Ken is right, part of this depends upon a robust 
economy that needs to continue to grow. Part of the reason why 
we've been very successful over the past year on Metroliners 
and in the Northeast Corridor and in exceeding our original 
ridership projections last year and this year is because of the 
business economy in the Northeast. It is doing very well in 
every State in the Northeast. 

I can't control that entirely. But we can make reasonable 
projections. There are lots of opportunities to control things 
that are at our disposal that are in management's doorstep 
relating to the quality of service that we operate; the 
controlling of costs that we incur in connection with the 
delivery of this service; the training and the development of 
our employees; and the on-time performance of our trains. There 
are lots of things that are within our control. 

The general economy of this country is not within our 
control. We are reasonably optimistic that we can get there. 
But, it's going to require a lot of work. 

business plan 

It's going to require in particular a commercial and 
business focus. We tend to be an organization that is dominated 
by railroad operating people. You have to have that. In 
particular, operating people who know how to run trains safely. 
Because safety is number one, as Jolene reminds me and I remind 
her on a regular basis. 



But once you get beyond the fundamentals around safety, we 
are an operating railroad, and we operate trains very, very 
well. We have an extraordinarily professional railroad 
operating organization. The challenge over the past several 
years, and looking forward, is to also build on that and 
reorient that around commercial business smarts and sense, both 
in terms of train operations and back office management. We're 
getting there. 

Ms. Kilpatrick. Refreshing. Thank you. 

Mr. Mead. I would just like to add, when we sit in this 
room a year from today, I expect that then we'll be able to 
tell you a lot more about whether the concern you have about 
the operating subsidies drying up at the end of 2002 is a real 
concern. Right now, the imperative is to deal with getting 
Amtrak through this year, and what the allowable objects of 
expenditure will be for Amtrak' s capital appropriation. If you 
can fix that, you've done about all you can be expected to do 
for this year. 

Ms. Kilpatrick. Okay, I appreciate that. 

Ms. Molitoris, or Mr. McQueen, I was in an 8:00 o'clock 
meeting and it kind of ran over, I wasn't sure if he spoke, I 
spoke with my staff, he has not. So I would acknowledge you at 
the table, sir. Thank you, I know you work closely with her in 
that regard. You are speaking through her. You work for her as 
an administrative deputy, I would call an associate, as you 
speak . 


capital definition 

The change in the definition, so that you're able to use 
operating capital, how important is that? It's my understanding 
that you got that approval last year from this committee. Has 
it ever happened before? And if you don't get it, will we see 
what Mr. Mead has said in terms of, well, really, things that 
can be fixed not being fixed, and looking for new capital money 
instead? 

Ms. Molitoris. Ms. Kilpatrick, the definition is very 
important. We think it is essential, along with the level of 
$571 million that the Administration has requested. I think 
it's important to continue to remind people who are considering 
this that it really just puts Amtrak on the same level as all 
the other transportation companies and modes. It's very 
important for Amtrak to be able to operate as a business, to 
make choices. 

The chairman has commented and reminded us, as has Mr. 

Sabo, that we need to work with the committee about scoring 
issues. But we believe these two pieces are essential to our 
request. And I don't believe that Amtrak can manage to its full 
potential this year or in future years unless they have that 
definitional expansion. 

Last year, what was approved was the maintenance of 
equipment. What we are asking Congress for today, or in this 
request, is to have that expanded to include maintenance of 
way . 

Ms. Kilpatrick. And if not, if it's not granted, then the 
maintenance of way that you're seeking, in the 2002 that's upon 
us, will not happen, according to your projections and what 



you're wanting to have? You have to have it, is it that strong? 

Ms. Molitoris. Yes, it is. 

midwest high-speed rail initiatives 

Ms. Kilpatrick. I think my last question, in terms of high 
speed rail, and I had some discussion with Mr. Warrington, 
Northeast Corridor, we know that's America's famous corridor 
and doing well and really probably the most effective train 
service that we have in our country, I would think, or the most 
anyway. I come from the Midwest. I know there has been some 
Amtrak service throughout the State, certainly on the west 
corridor of the State, from the Chicago border into Kalamazoo. 
Can I anticipate any high speed rail service over the next few 
years as we move out of 2002? What's that timetable? 

Mr. Warrington. Yes, very much so. As a matter of fact, I 
mentioned earlier that Governor Thompson, Secretary Slater, 
Administrator Molitoris and I were in Chicago about a month 
ago. We announced a $25 million investment to jump start what 
we call the Midwest Regional Rail Initiative. It really is 
taking the same approach which we've taken in the Northeast 
Corridor, which is to incrementally build on a partnership with 
the States, all the nine midwest States are involved in this 
effort. We've done the planning together and we've done the 
economic forecasts together. 

The difference at Amtrak today is that rather than being 
passive and just looking at this as an operating opportunity, 
we are leading the planning, the development, the engineering, 
the design work, because it's important to our economic future 
to be the operator. The difference is that we are today willing 
to invest. We don't want to invest alone. We want to invest as 
partners with States, which is why this flexibility provision 
is so important to Governors. 

We invested $25 million, made a pledge of $25 million, to 
begin the incremental investments to do a number of things. But 
mostly, to reduce travel times on existing trains, and to 
conclude the planning, design and engineering for an 
incremental approach to introducing high speed service and more 
frequencies over the next several years. Concerning Chicago- 
Milwaukee, Minneapolis-Chicago-Detroit, Chicago-St. Louis, 
Chicago-Cleveland, there is a basic Chicago hub service that 
has lots of economic promise. This is based upon the basic 
definition of attractive, potentially profitable service being 
relatively short distance, 250, 300 miles, fairly reasonable 
frequencies, attractive price, and good onboard amenities and 
travel time. 

The difference this year rather than in the past years is 
that Amtrak is providing the leadership, the engineering, the 
design, the procurement, the management, the vision around what 
those kinds of opportunities are. We are forcing, leading and 
building coalitions regionally with States, and the freights, 
freight railroad industry, around launching these kinds of 
services. It's not going to happen overnight. It has to be an 
incremental approach. It's all about reducing travel times to 
make train travel much more attractive. 

It's a model which we have used and will continue to use 
effectively in the Northeast Corridor. It can be mirrored in 



all of those corridors in the Midwest and the Southeast. 
Washington to Richmond to Charlotte ultimately New Orleans or 
Jacksonville, over the next 10 or 15 years, that is our future. 
Those are some of our growth markets. We cannot continue to 
stagnate around the existing network. We have to grow market 
share on the existing network, and improve our operating 
performance through mail and express, for example, on the 
existing network. 


partnership with freight railroads 

But our real long term vision has to be around high density 
corridors and being the operator and the investor in these 
corridors. One of the single most important factors that will 
make that program a success for us and for those regions is 
building partnerships with States, partnerships with the 
freight railroad industry. 

Generally, Amtrak has historically had a very combative 
relationship with the freight industry. I will tell you that, 
you can win battles and you can lose wars. Amtrak has always 
lost the wars with the rail freight industry. It is not the 
right way to do business. We need to be genuine about 
partnering with them, and we need to be genuine about investing 
in freight railroad trackage, and signal systems, and other 
operating needs in order not to negatively affect freight 
service, and to accommodate Amtrak passenger trains. 

It has historically been a struggle. Our trains have often 
suffered at the expense of a robust freight network that's been 
growing around this country. We need to establish trust and 
good communications with the rail freight industry, the Union 
Pacific, the Burlington Northern, Santa Fe, CSX, and the 
Canadian Pacific. If we're going to do this and do it right, we 
need to do it right with the rail freight industry, rather than 
be adversaries. There are lots of opportunities for doing that. 

But I will tell you, frankly, it's also going to require 
capital. We need to be willing to invest in capacity and 
mitigation on rail freight lines in order to make passenger 
train travel work and work at high speeds. We need to be able 
to stand up to the cost and the expense of doing that. We've 
never effectively stared that one straight in the face. What we 
have chosen to do instead is issue press releases and go to 
war. It doesn't work. It doesn't get you anywhere, because in 
the end, they have you. 

midwest high-speed rail initiatives 

Ms. Kilpatrick. Mr. Chairman, one last one. 

Have the nine Midwest Governors and their departments of 
transportation bought into this like Amtrak has? 

Mr. Warrington. Yes, very much so. As a matter of fact, we 
have been true partners. At the NGA meeting last Sunday, I met 
with Governor Carper who sponsored as Chairman of NGA, the 
first roundtable around Amtrak and high speed corridor 
opportunities around the country. We had terrific participation 
by lots of Governors around the country. 

The next day, last Monday, Governor Thompson sponsored a 
Midwest Governors discussion around this high speed initiative. 



All of the Governors and all of the secretaries of 
transportation are very much on board. 

Ms. Molitoris. Ms. Kilpatrick, may I just mention with 
regard to that corridor that the State of Michigan and FRA have 
been investing over the past several years during the Clinton 
Administration on high speed rail between Chicago and Detroit. 

We've invested $20 million, the State has invested $40 million. 

We are working on positive train control and although it won't 
be 100 miles per hour in the year 2000, we believe that the 
service will begin around that time at a lower speed. 

We are having a test site between Kalamazoo and Nileswhere 
we'll be testing that technology. It's really one of the premier pilots 
for positive train control in the country. It's a very strong State 
commitment to this, and we continue to partner with them as part of 
this midwest rail initiative. 

One thing I didn't mention, Mr. Chairman, in addition to 
the National Governors Conference and the meeting that Mr. 

Warrington mentioned, there were Governors you might not 
expect, Nevada, Nebraska, Iowa, places that don't jump out as 
huge population centers, who are saying, we need to get 
connected some way. In addition. Mayor Smith from the Board of 
Amtrak, has organized a Mayor's Amtrak committee, because there 
are hundreds of stations around the country that really serve 
as economic drivers to cities and communities. 

So we think the State of Michigan is really a tremendous 
partner for high speed rail. 

Ms. Kilpatrick. We are truly primed for Amtrak, coming from 
the west through Niles and Kalamazoo, right on over to Detroit 
and the other eastern part of the State. We're waiting for you. 

Thank you. 

Mr. Wolf. Mr. Pastor. 


Y2K and AMTRAK 

Mr. Pastor. Thank you, Mr. Chairman. First of all, let me 
apologize for being late. I had an Energy and Water 
Subcommittee hearing that I had to attend. 

Thank you for being here. Let me ask a few questions that I 
have in mind. The first one is, everybody's concerned about the 
computer problem, Y2K. Maybe you want to give us an update of 
where you're at. I'm assuming that computers are very important 
in your business. 

Mr. Warrington. Yes, we've always had lots of problems. 
That's one, fortunately, that we're not overly concerned about. 
Frankly, we've got a very good information technology 
organization ourselves. I have a lot of confidence in our guys. 
If there are problems, they will show up on several fronts. 
Number one, if you don't make payroll, you have catastrophe. 
Number two, if you can't make reservations, have catastrophe. 
And number three, our signal systems on our Northeast Corridor, 
which are driven by software, will not function properly. 

I have been assured, and I have spent a significant amount 
of time with our folks being briefed, that we have system 
requirements well under control. 

Mr. Pastor. What train do you expect to be on New Year's 

Eve? 

Mr. Warrington. Hopefully I'll be on a high speed train. 



We're going to be launching high speed trains toward the end of 
the year. We haven't nailed down precise dates yet. As Ken 
said, the electrification project has had a few bumps. 

But we're going to be launching toward the end of the year, 
and perhaps it might be on New Year's Eve. We'll let you know. 

Y2K AND RAILROAD INDUSTRY 

Ms. Molitoris. Mr. Pastor, I might mention in terms of Y2K, 
it's a priority for the Department of Transportation and the 
whole Administration, of course. We have been pleased as the 
second agency within the Department to be certified Y2K 
compliant within the Department. 

But in addition, we are working with all the freights on 
their Y2K issues. Because outside the Northeast Corridor, 

Amtrak needs those signal systems from the freights to be 
operating and no glitches. So we are working directly through 
the CEOs of all the freights to assure that not only Amtrak but 
of course the freights themselves are Y2K compliant. 

TILT TRAINS 

Mr. Pastor. Thank you. This last summer, I had the 
opportunity to take the train from Washington to Philadelphia. 
It's one of the few times I've been on a train, in fact, 
probably the only time I've been on a train that I can 
remember. It was a very pleasant experience. 

I remember getting to Union Station and all the 
advertisement about the high speed train that's coming, I think 
it's going to open this fall. 

Mr. Warrington. Late this year. 

Mr. Pastor. So with enthusiasm, I was thinking of probably 
taking the train again. Then I think it was in January, I read 
in the Washington Post, the headlines were, Amtrak' s speedy new 
tilt train is a bit wide around the curves. And I thought well, 
maybe my enthusiasm got dampened a little bit. Maybe you want 
to address that problem or that opportunity. 

Mr. Warrington. Yes, the trains actually are not too wide. 
We issued a performance specification to the vendor community. 
There were lots of vendors who responded. The performance 
specification required lots of things, but fundamentally 
required a reduction in travel time. In other words the 
propulsion systems needed to meet certain kinds of acceleration 
requirements in order to make trip times. We provided them with 
the clearance envelope. 

So the vendors could figure out how much they could tilt, 
how wide they could be, and how fast they had to be. We didn't 
specify width and any kind of specific propulsion systems. We 
basically said, you have a clearance envelope for safety 
purposes, and you have a travel time that you have to meet. 

Bombardier has assured, as the lead manufacturer, as part 
of the consortium with Jack Astrom, who manufactured the TGV 
high speed trains in France, that these trains will meet that 
performance requirement. We are very comfortable with that and 
our folks are very comfortable with that. All the engineering 
requirements have been satisfied. 

Mr. Pastor. Do you have a comment, Ms. Molitoris? 



Ms. Molitoris. We are working closely with Amtrak on this 
issue. We believe they can meet their trip time. 

What I think the reference to the newspaper article was 
about the fact that there has to be certain modeling and 
certain levels of tilting in certain areas of the journey to 
assure that safe operations occur within the envelope provided. 
We're going to assure that that happens, and I think Amtrak and 
George are working closely with us to assure that we will be 
vigorous in that pursuit. 

Mr. Pastor. Mr. Chairman, that means maybe I can take the 
train from Washington to New York New Year's Eve and not tilt 
over and get there on time and see the giant ball come down for 
the new century. 


SHIPMENT OF MAIL AND FREIGHT 

One last question, Mr. Chairman. The Surface Transportation 
Board in 1998 said in a ruling that Amtrak now had wide 
latitude to carry mail and goods. I guess there was guarded 
enthusiasm by the freight industry. 

Since 1998, to this date, from that ruling to now, where 
you talked about battles and wars, where are you on this war 
and this battle? Which have you won? How does it look for you? 

Are you being able to get cooperation? 

Mr. Warrington. I think that's a terrific example, good 
evidence of a turnaround in this relationship. The STB ruled in 
Amtrak' s favor across the board. We have established not only 
goodrelationships with the freights around that program, but 
we've actually moved to establish partnerships where we share revenue. 

Matter of fact, just a month or so ago, we executed a 
partnership with the BNSF Railroad around UPS and other shipper 
traffic that was moving on BNSF but they couldn't handle it as 
quickly as needed through their intermodal process. We and UPS 
and BNSF have done a partnership where that traffic is now 
moving on the rear end of our trains. 

One of the advantages of that from an on-time performance 
point of view is, when BNSF customers are on the rear end of an 
Amtrak train and we're sharing in that revenue, there is also 
an incentive for moving Amtrak 's train over the road on time. 

So that's a win-win for everybody, and it makes money for us. 

We share it with BNSF and UPS gets their traffic over the road 
on time. 

There are lots of those kinds of opportunities around the 
system that we are exploiting. As Ken said earlier, this is a 
real growth opportunity for us. If you go back to the 1950 's 
and 1960 's, and you look at the freight railroad industry's 
business, 45 or 48 percent of passenger revenue was 
attributable to mail and express business. That was back when 
the passenger trains were ''profitable.'' 

We need to recreate that kind of financial performance, not 
necessarily to that extent. But there is clearly something 
short of a gold mine there for us if we do it right, and if we 
do it in partnership and cooperatively with the freights. I 
will execute an agreement with David Goode and the Norfolk 
Southern very shortly around road railer, express service on 
the Northeast Corridor and the Harrisburg Line. Once again, we 
will be leveraging an asset we've got that's not being used 



between midnight and 6:00 a.m. It's an opportunity for him to 
move traffic in and out of the Port of Baltimore, the Port of 
New York, and Newark quickly and very competitively. It's an 
opportunity for me to make some money. 

Those kinds of deals and opportunities are abound. We just 
simply need to be quick and nimble and take advantage of them. 
And in some cases, it requires us to invest to make money. 

Those are the kinds of places where we want to invest our TRA 
money to get the kind of partnerships and deals that make sense 
for us. 

The short answer is, we're in much better shape with the 
freight industry on lots of fronts, but in particular around 
the mail and express business than we were. In fact, it has 
evolved into actual partnerships, where we're sharing revenues 
and sharing business opportunities. 

MAIL AND FREIGHT REVENUE 

Mr. Pastor. In the agreement you just explained, what are 
the ball park figures of some of the revenues that you're 
anticipating? 

Mr. Warrington. Each of these are worth several million 
dollars a year. I think the Norfolk Southern arrangement will 
be worth about $2.5 million a year on an annual basis, enabling 
Norfolk to operate their trains over our tracks. There are 
similar arrangements we've made with the other freights around 
these kinds of specific opportunities. 

One of the places where you get the highest yield on the 
express business, and it's a place that the railroads got out 
of many years ago because they had a hard time handling this 
traffic, is the refrigerated car business. You make the most 
money in the express business hauling perishables, fruit, 
vegetables, and that kind of stuff. The freight railroads just 
basically can't handle it these days, they decided it was too 
much of a problem for them over the last number of years. 

We have, in fact our board of directors authorized a pilot 
program around what we call reefer, refrigerated express 
business. Just last month, we began leasing eight refrigerated 
cars. We will be experimenting with several shippers around 
Florida to New York and West Coast refrigerated operations. If 
we can do it and do it right, there is real yield, real revenue 
around the reefer business. 

Mr. Mead. I think it's important to underscore what Mr. 
Warrington is saying here, and to give you some numbers. It's 
plausible, according to our analysis, that they could be 
getting $70 million in revenue from this area by 2002. That's 
excluding mail--the premium express business could be more than 
double what they're projecting for 1999. This is an important 
area, because when Amtrak comes up here and they say they need 
X dollars from the Congress, that figure will be less when you 
have activities like this generating revenue. 

The only advice I would have for Amtrak is, I think they 
can move out more robustly and vigorously and with a sense of 
urgency on this one. It really does hold some promise. The 
market is an interesting one, because it's shippers who can't 
afford, the premium air freight express, but still want to send 
something express and make sure it shows up on time. This is 



the market. 


BARRIERS TO FREIGHT SHIPMENTS 

Mr. Pastor. Where do you see some of the barriers? If you 
want Amtrak to be more proactive, obviously there are some 
limitations, there are some barriers. Maybe you may want to 
give us some information on that. 

Mr. Warrington. Yes, Ken and I have had several discussions 
about this. One of the things that I need to do, which we're 
working on, is building internal depth and strength around this 
business. It has not historically been our core business. It 
requires a certain amount of talents expertise, depth, and 
strength to handle this kind of business, both operationally 
and commercially. I am personally dealing directly with 
building that kind of capability in the organization. 

I think that's one of the things Ken has recommended to me, 
and I've recognized that and I've had lots of discussions with 
folks about how I can do that and do that quickly. 

MAIL BUSINESS 

I might mention also, the other real opportunity for us is 
involved with the mail business. We have managed to establish a 
very good relationship with the United States Postal Service. 

As a matter of fact, I had lunch with Bill Henderson, the 
Postmaster General, on Monday, around exploring opportunities 
for us to handle more of their periodical and magazine 
business, we think we can get to the point where we will enable 
them to offload a lot of that mail, to Amtrak from the 11 or 13 
regional postal distribution centers around the country. 

Getting that stuff that clutters their distribution 
centers, we will arrange for trucking deals to go right to the 
printers and deliver it directly to end points without having 
it flow through the Postal Service's regional distribution 
centers . 

We can do that much less expensively than the way it's 
being hauled today, which is principally by air. The issuefor 
the Postal Service is consistency and reliability. We're working very 
hard . 


mail tracking system 

They are also very interested in a tracking system. In 
fact, they have given us $800,000 to work with us together on a 
tracking system for every mail shipment that's been carried on 
an Amtrak train. The first phase of that system is going to be 
in place in June, the second phase in December. It will make 
them more comfortable with offloading more and more of this 
business to Amtrak. 


increasing mail efficiency 

The other thing we're working with them on, hope to work 
with them on, is in fact a suggestion Gil Carmichael, who is 
the chairman of the ARC, made to me a couple of months ago 
about looking for ways to get better efficiency around the 



movement of mail such as that from truck across the platform to 
our trains. This would help us not tie up passengers trains 
loading and offloading the mail business. 

One of the things we've talked to the Postal Service about 
is convening the big, big, big shippers or printers, like 
QuadGraphics , the guys who really sort of run that business to 
look for partnerships and investment opportunities for all of 
us to design and invest in the kind of equipment that enables 
us to move that stuff on and off our trains and trucks quickly 
and rapidly. 

Ultimately, we should be designing our station facilities 
across this country to be able to handle that kind of traffic 
as well, efficiently, rather than in, frankly, the fairly 
neanderthal sort of way we do it today. We are really not set 
up operationally or physically the way we were 40 or 50 years 
ago to handle that kind of stuff quickly. 

Mr. Pastor. Mr. Chairman, I want to thank the panel and 
thank you. 


role of the inspector general 

Mr. Wolf. Thanks, Mr. Pastor. We have a number of 
questions. Just so you know we're not going to adjourn, we're 
just going to go through until we finish. 

Before we get to the questions, I think it's been good to 
have the IG here. Some don't like it, some do. But it's a good 
testing process. Frankly, I think you're doing a good job, and 
I think probably you're handling yourself better today than 
I've seen many of the previous testimony from Amtrak since I've 
been on the committee. I think it's not bad to have Amtrak be 
tested by the IG. I know sometimes you don't like what they're 
going to say. 

But I think it's good, and I think that's good for the 
public interest. We try to do that, and I think you would be 
able to agree with that, because you ought to be able to answer 
any questions they raise, and they may single something that 
you haven ' t thought about . 


amtrak subsidy 

I think, too, on the subsidy question, there is going to be 
subsidy for Amtrak for a long, long time to come. I think 
everyone should know that. I think there are two different 
things, though, there's subsidy and poor service and subsidy 
and excellent service. There for a period of time, people were 
putting money in and the windows were dirty, the food was 
terrible, and the trains were not on time. I think what you're 
stressing with regard to excellent service, quality, is very, 
very important. 


expanded definition 

Ms. Molitoris, the Administration's budget does not request 
in bill language the expanded definition as you did last year. 
Instead, you refer to this need in the detailed justification 
for the fiscal year 2000 budget request. Why are you not 
seeking it in bill language? Are you going to be amending it? 



Was there a reason you didn't do it this way? 

Ms. Molitoris. Mr. Chairman, it has been the 
Administration's position that both the money and the 
definition were essential for the future of Amtrak. Can I check 
on that and get back to you? 

[The information follows:] 

No. The Administration believes that the Committee's 
acceptance of the proposed definition is all that is required 
to permit the Department to allow Amtrak to use its capital 
grant for the uses proposed. Specific statutory language is not 
required . 

Mr. Wolf. Sure. It looked like a de-emphasis. 

Ms. Molitoris. No. I can tell you with certitude that it's 
not. But let me check on the point that you raise and get back 
to the committee, please. 

[The information follows:] 

Capital Definition in Bill Language 

Mr. Wolf. Will you be amending your bill language to 
reflect this request as you did in fiscal year 1999? 

[The information follows:] 

No. The Administration believes that the Committee's 
acceptance of the proposed definition is all that is required 
to permit the Department to allow Amtrak to use its capital 
grant for the uses proposed. Specific statutory language is not 
required . 

Mr. Wolf. Mr. Warrington, do you believe that Amtrak needs 
this definition explicitly in bill language, as is the case 
with transit, to allow the railroad to use its capital 
appropriations for activities other than traditional capital 
expenses? 

Mr. Warrington. Amtrak should be afforded the same 
opportunities as other modes of transportation. The definition 
of capital allowed for transit agencies is an integral part of 
Amtrak' s Strategic Business Plan and critical for cash flow 
management. If Amtrak is not permitted to use capital in the 
same manner as transit and the other modes, it will not have 
sufficient access to cash needed to cover its expenses in 
FY2000 . 


capital expenditures 

Mr. Wolf. Okay. Mr. Warrington, last year the board agreed 
to hold its capital expenditures to 40 percent in the first 
year. Has the board agreed to a similar restriction for fiscal 
year 2000? 

Mr. Warrington. No, Mr. Chairman, the board has not. That 
was a decision that was made in connection with that particular 
budget request. That was a self-imposed constraint. 

[The information follows:] 


Mr. Wolf. The 40 percent first year spending rate meant that of the 
$609,000,000 appropriated, FRA will only release $244,000,000 to Amtrak 
for capital expenditures during fiscal year 1999. What impact has this 



had on Amtrak's short-term cash flow? Does this restriction require 
more borrowing from TRA funds? 

[The information from Amtrak follows:] 

Because Amtrak is prohibited from accessing the balance of the 
funds, it forces Amtrak to borrow against the TRA to satisfy short term 
cash flow needs. This runs completely counter to the purpose of the 
Congress providing the TRA in the first place--to provide much-needed 
capital for high rate of return investments to enable the achievement 
of operating self-sufficiency. 

In addition to forcing borrowings from the TRA funds, it also 
delays our ability to use these appropriated funds for capital 
investment. In the current plan, which reflects the 40% spend out, the 
funds are not available for capital investment until FY2001. If the 
spend out were 100% Amtrak could begin using these funds for capital in 
FY2000 . 

Mr. Wolf. At the time the Board made the 40 percent spending 
commitment, Amtrak hoped to use the expanded capital definition to 
cover what had previously been defined as operating costs, such as 
maintenance of equipment and way. However, Congress only permitted a 
limit expansion of traditional capital expenses, to include maintenance 
of equipment. In fiscal year 2000, Amtrak and the Administration are 
again seeking the expanded capital definition. In your grant request, 
Mr. Warrington, Amtrak states that if the expanded definition ''were 
not provided, Amtrak will not be able to remain on the glidepath to 
operational self-sufficiency, nor will the corporation make it, on a 
cash basis, through fiscal year 2000.'' Please explain to the 
Committee, in detail, what you mean by this statement and why. Does 
this mean that if Congress does not provide the expanded capital 
definition this coming year that Congress may need to begin reviewing 
options to liquidate the Corporation? 

[The information from Amtrak follows:] 

If all other elements stay the same, without the expanded capital 
definition, Amtrak would have a $47 million cash shortfall in FY2000. 
The irony would be that even though Amtrak would have $1 billion in the 
bank, we would be unable to use those funds to satisfy our obligations. 
Having exhausted our commercial lending lines of credit, we would have 
no source of funds to pay for the cash need. 

Mr. Wolf. If Amtrak is not allowable to use its federal 
appropriations for maintenance of way, will Amtrak be able to continue 
operating past fiscal year 2000? If so, how will the Corporation change 
its operations? 

[The information from Amtrak follows:] 

Amtrak will not be able to make it through FY2000 on a cash basis 
without the ability to spend federal capital appropriations on 
maintenance of way. Despite having significant cash balances in TRA 
funding, Amtrak would not be able to meet its operating cash flow 
obligations without the expanded definition of capital. 

Expanded Capital Definition 

Mr. Wolf. Mr. Mead, your testimony states that if Amtrak does not 
receive the expanded definition of capital, ''Amtrak will not be able 
to cover its operating losses and could be forced to default on current 
obligations. This could occur even though Amtrak is likely to have $1 
billion in Taxpayer Relief Act (TRA) funds in the bank' ' . How is this 
possible? 

[The information from the IG follows:] 



Taxpayer Relief Act (TRA) funds have the same restrictions on their 
uses as do the current federal appropriations Amtrak is receiving. That 
is, this funding can only be used for maintenance of equipment, not 
maintenance of way. Therefore, once Amtrak' s annual federal 
appropriation is used to fully fund maintenance of equipment, no TRA 
funds can legally be used to cover any additional operating expenses. 

Mr. Wolf. We're going to have a number of other questions 
in the whole area. Last year, the House expressed concern that 
if approved the expanded capital definition that Amtrak would 
use almost all the appropriated funds on what was traditionally 
categorized as operating expenses. Mr. Warrington, it appears 
from your strategic business plan that this has actually 
occurred. Would you highlight for the committee how much Amtrak 
plans to spend on traditional capital items in fiscal year 
1999, and how much Amtrak plans to spend on maintenance of 
equipment? 

Mr. Warrington. Yes. In fiscal year 1999, the capital 
maintenance number is about $484 million. And beyond that, 
since our appropriation is $609 million, on top of that $484 
million, the first roughly $50 million is being used for 
principal on debt service, which is a legitimate capital 
expense. The balance is being used for capital. 

capital needs 

Mr. Wolf. Ms. Molitoris, in your testimony you state, 
''Approximately $361 million of the $571 million requested will 
be used to maintain equipment and facilities necessary to 
ensure Amtrak 's safe operation and preserve and improve the 
quality of service experienced by Amtrak. ' ' If the request is 
enacted, that means 63 percent of the appropriated funds will 
go for traditional operating expenses. 

Won't allocating this much for traditional operating 
expenses adversely impact the corporation's extensive capital 
needs, such as the $3.2 billion needed for the northeast 
corridor? 

Ms. Molitoris. Mr. Chairman, I think we have said, last 
year and this year, that fiscal years 1999 and 2000 were very 
tight years. Those were going to be very difficult years. 

I think the request, as it stands, is the best business 
decision that Amtrak could make. It was our recommendation, in 
terms of our budget analysis. I think that the description that 
we have given in our testimony, as well as Mr. Warrington and 
Ken Mead, tells you that we are pursuing other revenue streams 
to lessen that percentage in the years to come. This is a very 
tight budget; that is why I continue to stress that $571 
million as being a crucial number, along with the flexibility 
of the capital definition. It was our best judgment that that 
is what would occur in the pursuit of a viable Amtrak. 

expanded capital definition 

Mr. Wolf. If we adopt the expanded capital definition, 
would this mean that Amtrak will continue to use a large 
percentage of its capital dollars for what had traditionally 
been operating costs, which was 80 percent in fiscal year 1999 



and 63 percent in fiscal year 2000? And would you specify for 
the committee, Mr. Warrington, what you plan on using capital 
dollars for during the next three fiscal years? 

Mr. Warrington. Could you please repeat the question, Mr. 
Chairman? 

Mr. Wolf. Yes. If we adopt the expanded capital definition, 
does this mean that Amtrak will continue to use a large 
percentage of its capital dollars for what had traditionally 
been operating expenses? I think we know the answer to that. 
Please specify for the committee what you plan on using capital 
dollars for during the next three fiscal years. 

Mr. Warrington. Yes. A significant proportion of that 
appropriation would be for what were, heretofore, operating 
expenses . 

Mr. Wolf. The percentage would be? 

Mr. Warrington. Well, in fiscal year 1999 it's $484 million 
out of $609 million, and in fiscal year 2000 it would be $360 
million 

Mr. Wolf. That was $484 million, right? 

Mr. Warrington. Let's see, $484 million out of $609 
million. And in fiscal year 2000, it would be $361 million out 
of $571 million, right, and in fiscal year 2001 it would be 
$242 million out of $521 million. And then in the last year, 
fiscal year 2002, it would be $185 million. 

[The information follows:] 

Mr. Wolf. If capital dollars are disproportionately used 
for operating expenses, how can the Corporation claim to be 
self-sufficient beginning in fiscal year 2003? 

[The information from Amtrak follows:] 

Amtrak' s Strategic Business Plan provides the blueprint to 
reach operating self-sufficiency by the end of FY2002. It is 
defined by the Amtrak Reform and Accountability Act as 
requiring no federal support for operations except for excess 
Railroad Retirement (excess RRTA) costs. In FY2002, Amtrak will 
use only $185 million of capital appropriations for capital 
maintenance. This amount is equal to the amount of excess 
Railroad Retirement cost Amtrak anticipates carrying in FY2002. 

Mr. Wolf. What percentage of federal funds from 
appropriations does Amtrak plan to use for maintenance purposes 
to meet its fiscal year 2002 plan? 

[The information from Amtrak follows:] 

The only amount of the $521 million of federal funds from 
appropriations which Amtrak plans to use for maintenance 
purposes in FY 2002 is the value of excess RRTA--those 
contributions Amtrak makes to the railroad retirement system in 
excess of what is required for its own retirees. For FY 2002 
this amount is projected to be $185 million or 35% of $521 
million . 

Mr. Wolf. Amtrak cannot use federal funds for operating 
expenses after fiscal year 2002. Does Amtrak plan to use 
federal funds for progressive overhauls after 2002? If so, is 
clarification of this policy needed? 

[The information from Amtrak follows:] 

Amtrak has consistently used capital funds for progressive 
overhauls since FY 1996. This overhaul plan replaces major 
components of equipment on a more timely basis before component 



failures. This program was determined to be more effective for 
certain lines of equipment than heavy overhaul. It accomplishes 
the same upgrades to equipment as a heavy overhaul but changes 
the timing. Since they are of a capital nature Amtrak plans to 
use federal funds for these overhauls after FY2002 in order to 
maintain its equipment in a state of good repair. 

Mr. Wolf. Mr. Mead, do you support Amtrak 's request for greater 
flexibility, so that the railroad can use its federal subsidy for 
maintenance of way as well as maintenance of equipment? 

[The information from the IG follows:] 

Yes, I do. The inclusion of maintenance of way as well as 
maintenance of equipment in the permissible uses of Amtrak 's federal 
appropriation would permit Amtrak to use its capital funds in the same 
manner as rail transit systems financed by the Federal Transit 
Administration. Amtrak needs the ability to decide whether refurbishing 
its existing capital assets--a traditional operating expense--makes 
better economic sense than investing in new replacement--a traditional 
capital expense. Restricting Amtrak to capital use that only permits 
new investment will ultimately bias its decisions regarding 
replacement, rather than the maintenance, of assets--even when 
maintenance is a less-costly and more economically efficient 
alternative . 

Besides making good economic sense, expanding Amtrak' s permissible 
uses for its federal appropriation is financially imperative next year. 
If the same funding restrictions as in the FY 1999 appropriation are 
applied next year, Amtrak will not be able to cover its operating 
losses and could be forced to default on current obligations. 

Mr. Wolf. Would it be reasonable to go even further and remove all 
constraints on the use of the federal subsidy through fiscal year 2002? 

[The information from the IG follows:] 

Yes. We believe that the financial and political confusion these 
restrictions have engendered have further complicated Amtrak 's struggle 
to achieve operating self-sufficiency. 

By giving Amtrak an unrestricted grant through Fiscal Year 2002, 
Amtrak would be able to spend the appropriation where most needed, with 
the full knowledge that it must reach operating self-sufficiency by the 
end of Fiscal Year 2002. We believe that any concerns about Amtrak 
unwisely using its appropriation for operating costs, rather than 
investing in capital needs, are unfounded. The foundation of Amtrak' s 
current strategic business plan, and thus its long-term viability, is 
grounded on the revenues that are expected to flow from critical 
capital projects. Amtrak fully understands that every dollar spent 
unnecessarily on operating losses is a dollar taken from these capital 
investments. We believe there is a strong argument to be made for 
giving management, and the Reform Board, the flexibility to make the 
business decisions they believe are necessary to meet their mandate 
without the hindering financial restrictions encumbering them today. 

Mr. Wolf. Mr. Warrington, what does operating self-sufficiency mean 
to Amtrak? How does this differ from where we are now--no federal 
appropriation for operating assistance? 

[The information from Amtrak follows:] 

Operational self-sufficiency is defined as a net operating loss of 
zero, less the excess Railroad Retirement Tax Act (RRTA) payments that 
Amtrak makes to cover the costs of the Railroad Retirement program for 
non-Amtrak employees. While Amtrak is required to pay these costs, this 
historical anomaly should not be an indicator of Amtrak' s financial 
performance . 



Though Amtrak no longer receives an operating grant, our 
operational costs have not changed--these costs are met by an internal 
borrowing against Taxpayer Relief Act funds. This is also why adoption 
of the expanded capital definition is critical; it will allow Amtrak to 
use our capital appropriation on both maintenance of way and 
maintenance of equipment expenses, which have previously been 
considered operational costs. 

Mr. Wolf. Mr. Mead, obviously, from your testimony, you are 
in support of Amtrak' s request for greater flexibility or was 
it that if they didn't get it, they were going to go bankrupt? 

Mr. Mead. Probably both. [Laughter.] 

No, we do support it. It is going to encourage undesirable 
behaviors if we don't adopt it. As I pointed out before, they 
either won't do the maintenance, or they will go buy new 
equipment when they don't need to. It just makes sense during 
this period of time, I think, to expand it. I recognize the 
difficulties on the scoring 

scoring of expanded definition 

Mr. Wolf. Yes, the scoring is the problem. There were two 
problems last year, the scoring, and also the mixed signals 
with regard to the authorizers. 

What if we just didn't do anything? What if we just gave 
you $571 million? I mean, I think we either have to have 
confidence in you, or we don't have confidence in you; and I 
think to be kind of picking around, why don't we just say, 

''Here's $571 million, ' ' or as Mr. Sabo knows much better than 
I do how that works, having been Chairman of the Budget 
Committee, that would probably score fairly high. The question 
is, then, would it be better to take the $571 million with no 
strings, you do as you see fit, we have confidence in you, and 
then--if that were scored, and knowing that we're going to have 
to live up here with what we have--would you then want to come 
in and say, ''Well, I'll take $540 million'' or whatever the 
figure is that we could fit into the overall numbers with no 
restrictions . 

Do you want to both comment on that? 

Mr. Mead. I think you can make a textbook- type argument 
that that is desirable. But this is a request for taxpayer 
funds, and I think Amtrak can make a case that we find sound, 
that the definition should be expanded to include maintenance 
of way. Therefore it would include both maintenance of 
equipment and maintenance of way. 

Mr. Wolf. But if you just gave it to them, then you don't 
even get into the definition. They could use it for whatever 
they wanted to. 

Mr. Mead. Well, you don't. But at the same time, Amtrak 
knows that it is under the gun to focus this money on capital- 
related items. 

You can make the case, Mr. Chairman; I think what the facts 
support right now is expanding it to include maintenance of 
way. If you go all the way, it's basically an appropriation 
that says, ' 'Here, go do with it what you want. ' ' 

Mr. Wolf. Right. That's true. 

Mr. Warrington, what is your response? 



Mr. Warrington. I would not have a problem with that, Mr. 
Chairman. As a matter of fact, it would provide us with the 
kind of flexibility that you're talking about. The level of 
effort though, $571 million, is important. 

Mr. Wolf. I know that. But you understand our problem here. 
I don't think any committee has been more sympathetic, and, 
obviously, I was raised a half a block from your line up in 
Philadelphia and I'm very, very supportive. But I think we're 
going to have to work with whatever we have here, and I'm just 
wondering--it ' s just an idea that if you were to do it, and Mr. 
Mead seems to have a little bit of a problem, but if you were 
to do it, would you rather have $571 with no restrictions, or 
since that's so good, you could go to $550 if we had to work 
out something. 

You should discuss this with your staff, but I'm just 
trying to get some sense of how do you feel about that. I know 
you're not backing off of that $571. 

Mr. Warrington. Right. 

Mr. Wolf. And I'm not trying to trick you. This is not a 
game . 

Mr. Warrington. I understand. 

Mr. Wolf. We're trying to find out what would be the best 
way to do it. 

Mr. Warrington. I would need to understand technically, Mr. 
Chairman, whether or not a number other than $571 million 
without those kinds of constraints would work for us. I can't 
tell you that it would work for us today. But we can certainly 
have the staff take a look at it. 

Mr. Wolf. Why don't you. 

Mr. Mead. And a practical problem, as I listened to Mr. 
Warrington speak here, a practical problem in saying ''No 
strings attached, here's the money' ' is the scoring. It goes 
way up. 

Mr. Wolf. Yes. We said subject to the scoring, all right. I 
know that . 

Ms. Molitoris. Mr. Chairman, just let me mention, I think 
the idea that Amtrak would be on the level playing field with 
transit and highways system is a reason for an expanded 
definition that makes sense. You're going to have to deal with 
scoring in any event, but at least we have some consistency 
within the surface modes with the definition, the expanded one 
that we're asking for. And we will go back and look at the 
scoring and see if we can bring anything to the committee that 
will help. But I think the Administration would like to have 
this consistency, if possible. 

Mr. Warrington. Mr. Chairman, my staff reminds me here that 
one possible thing that we could explore is the $571 million 
but with directed scoring or an obligation limit, that that 
might be a reasonable outcome here for us and the committee as 
well . 


fra and amtrak budget request 
Mr. Wolf. We'll be talking. 

Ms. Molitoris, your Amtrak request is for $570,976,000. Mr. 
Warrington, you use the figure of $571 million. The difference 
is slight; is it just kind of a mathematical mistake or is it 



just sort of 

Mr. Warrington. I think it's a rounding issue. 

Mr. Wolf. You would rather round it up than down? 

Mr. Warrington. Yes. But I can concede the $24,000 I think. 

financial obstacles for amtrak 

Mr. Wolf. Ms. Molitoris, what do you think are some of the 
obstacles to improving Amtrak 's financial health that they may 
not be looking at? 

Ms. Molitoris. I think the strategic plan is the blueprint 
for the rehabilitation, renovation, and rejuvenation of Amtrak. 

I think really talking about the culture of the railroad 

probably would hit all of the elements that are barriers. There 

are 24,000 employees who are very dedicated; they have taken 

lower rates of pay foryears, they're dedicated to this 

railroad, they're very important elements. But through the very, very 

hard years, Mr. Chairman, there have been issues of service that have 

become somewhat ingrained. 

I think Mr. Warrington's stress on performance standards is 
also going to include a high level of training for these 
employees, because there are elements that make people want to 
come back as passengers and a lot of that has to do with how 
one is treated, how one is greeted, the body english, the 
smiles or lack of. I think that whole cultural change is 
somewhat underestimated, often very underestimated. It is 
difficult to assure behavioral change in people who have been 
doing something for a long time. So I think that's going to be 
a challenge for Amtrak, but I think they're up to that 
challenge . 

I think that things like mail and express are also key, I 
recall criticism last year because Amtrak' s budget did not, in 
fact, in the IG's report, did not produce the kind of revenue 
that was at first anticipated. What was the reason for that? 

The person in charge of that initiative, who is no longer at 
Amtrak, did not get into the business of the operating changes 
that were needed. George mentioned, that hasn't been their core 
business for a long time, so you can't just have a conceptual 
initiative without the operational training and changes that 
were needed. 

So I think all the nuts and bolts of the business, all the 
detail of the business are crucially important. I'm very 
encouraged by the business initiatives. For example, people are 
actually trying to recruit Amtrak as a partner. Mr. Mead has 
talked to me about Swift Trucking, one Cadillac of trucking 
companies, and they are very desirous of forming a business 
partnership with Amtrak because, if you look at the Northeast 
and the upcoming merger acquisition of Conrail, there's going 
to be much more congestion on much fewer lines. We see it 
across the country with the mega mergers. That means that these 
kinds of express lanes that shippers need can occur through a 
partnership with Amtrak. 

I personally believe that as the percentage of revenues 
from non-passenger revenue increases, Amtrak is going to become 
more and more solid. Around the world, in Japan, for example, 
there are business plans where they have as a goal 15 percent 
non-passenger revenues. 



So I think Amtrak is going in the right direction. I don't 
think it's easy at all. I think that Mr. Mead is right, it is a 
difficult challenge, but it's doable. And I am very excited 
about the fact that they're $42 million ahead of the 
projection. That says to me things are going better. 

Obstacles in Improving Amtrak 's Financial Condition 

Mr. Wolf. Ms. Molitoris, what are some of the obstacles to 
improving Amtrak 's financial health and how does the 
President's fiscal year 2000 budget request address these 
obstacles? 

[The information from FRA follows:] 

To achieve operating self-sufficiency, Amtrak must 
successfully initiate high-quality, high-speed service on the 
Northeast Corridor; expand its transportation of mail and 
express shipments; develop a consistent high standard of 
quality service throughout the company; and continue to drive 
out expenses form the Corporation. Amtrak needs capital to 
implement these initiatives. Amtrak also needs flexibility in 
its use of Federal funding, in the form of the eligibility of 
maintenance for capital investment for the next four years, to 
provide the opportunity for the initiatives identified above to 
mature to the point that they are positively impacting Amtrak 's 
bottom line. The President's request for FY 2000 addresses 
these needs by providing capital for investment in high-yield 
projects which, when taken with the funds made available under 
the Taxpayer Relief Act, will permit Amtrak to make the 
investments identified for FY 2000 in the Strategic Business 
Plan. The President's request also provides the funding 
necessary to keep the Corporation operating while these 
investments come on line. 


possible improvements 

Mr. Wolf. Have you hired a company to come in to look and 
make recommendations as to other places you go, or do you feel 
you have the skill and knowledge within the corporation now to 
do that? For example, ads on trains, as you talked about, the 
wrapping of the trains, the air rights. Someone to look and see 
what is out there that is potentially possible. Do you feel you 
have the knowledge within the corporation, or have you gone 
outside to bring somebody in who has looked at that for an 
airline or looked at that for another company? 

Mr. Warrington. It's a combination of factors depending 
upon the area and the opportunity. There are some places where 
we've built over the past couple of years a very deep internal 
expertise, particularly around real estate, real estate 
development, real estate negotiation. And there are other 
places where we need to supplement with outside forces, 
particularly around advertising, promotion, and branding. 

Mr. Wolf. Have you looked at what foreign rail corporations 
are doing? They may not be doing any better, but have you 
looked to see? You mentioned what they're doing in Great 
Britain and Germany and places like that. 

Mr. Warrington. Yes. We've spent a lot of time with senior 
management of most of those outfits. As a matter of fact, just 



yesterday I met with the chairman and president ofVia Rail 
which is the Amtrak equivalent to the passenger rail system in Canada. 
We have many similarities. As a matter of fact, we have lots of 
partnering arrangements with them today from a marketing point of view, 
joint ticketing and joint pass privileges. Beyond that, we're looking 
at opportunities to share equipment design and specification 
development, perhaps procurements around locomotives, such as FRA's new 
high-horse-power diesel locomotive. We talked about their requirement 
for them as well as some economies of scale around that. 

We've spent a lot of time with SNCF, the French national 
railroad, and the German national railroad around sharing of 
opportunities. They've spent a lot of time here with us and we 
have people who spend time over there with them, both from the 
technological level and from an engineering and equipment point 
of view. We also discussed marketing, design, transportation 
planning, and management practices. We do a fair amount of that 
with foreign carriers. 


airline partnerships 

Mr. Wolf. Have you teamed up with--this is going to sound a 
little strange--but have you teamed up with any airlines with 
regard to frequent flyer mileage, things like that? 

Mr. Warrington. Yes. As a matter of fact, we do lots of 
work with United Airlines partnerships around fly-train, like 
fly-drive, we do fly-train deals with United. 

Mr. Wolf. Do you do any frequent flyer miles? 

Mr. Warrington. And we do some of that with Delta, yes. But 
the real opportunity is around the high-speed service in the 
Northeast and interline agreements with Continental, for 
example. We've had discussions with Continental at Newark 
Airport in New Jersey. That's their gateway--center of their 
entire system, and partnering with them around bringing traffic 
and distributing it in the Northeast along the Northeast 
corridor is something we're working on. 

We are having similar discussions with Southwest Air and 
USAir down here and at BWI . And we are having very good 
discussions in Providence where there will also be a rail 
station that connects to the new airport there. Green Airport. 

Mr. Wolf. Good. 


amtrak image 

Ms. Molitoris. Mr. Chairman, can I just mention one other 
barrier because I think it's very real? 

Mr. Wolf. Sure. 

Ms. Molitoris. And that is, you mentioned a couple of years 
ago all of the stories about potential bankruptcy and so on. I 
would call it ''Amtrak bashing' ' to coin a phrase. I think 
people get concerned about Amtrak 's viability and they wonder 
whether they ought to be passengers. I think the whole feeling 
among the workforce was a very depressed feeling at that time. 

I think as we together with the governors and the mayors and 
the new Amtrak leadership and the Congress and the 
Administration continue to press the success and the growth in 
the right direction, and if we can get some coverage about 
those kinds of things in the press, I think it's an 



encouragement to passengers that this is a viable 21st century 
system. That's why high-speed is so important, because that's 
going to be attractive and it will get some press. 

Mr. Wolf. Well, I agree. With regard to the bashing, I 
think Amtrak--and, again, I would stipulate that I've been a 
good, strong supporter over the years--I think it was its own 
worst enemy. Have you ever been in your repair facilities out 
in Indiana in January? No wonder the employees had bad morale, 
they had frostbite. [Laughter.] 

Mr. Wolf. Everything was just going down. I take Amtrak a 
lot; I have a daughter who lives in New York City. But the 
trains were dirty, the stations were unclean. It was not a 
pleasant experience. So I think a lot of the bashing was 
because of Amtrak. People in the marketplace moved off to an 
airline or they decided to drive. There were some members here 
who were not overly enthused about Amtrak, but I don't think 
there's any strong anti-Amtrak feeling as much as people were 
concerned about, what I said earlier, subsidizing poor service 
and subsidizing quality service. 


net loss 

At the end of last fiscal year, Amtrak' s unaudited cash 
loss was calculated at $823 million. However, your recently 
released annual report calculates this cash loss at $930 
million, a difference of $107 million. About $100 million of 
this was due to retroactive wages and taxes due employees after 
new labor contracts were signed. 

What was the reason for the higher than planned net loss in 
fiscal year 1998, besides the retroactive labor payments? 

Mr. Warrington. I've been asked that question many times 
about if you're doing better, why is your operating loss 
growing. One of the reasons is the cost of the labor 
agreements. We basically included two years of retroactive 
labor settlements in fiscal year 1999. 

Mr. Wolf. That was $100 million. 

Mr. Warrington. Yes, $106 million, actually. But beyond 
that, depreciation has grown significantly and that's a non- 
cash item. But as the plant gets older and the accountants 
assign depreciation, that's an added expense that looks like a 
greater loss but it's not funded and it's not cash. 

So in order to get a true picture of what the trend line 
looks like, you need to subtract out depreciation, non-cash; 
you have to subtract out that labor retroactive payment; and, 
you also need to subtract out progressive overhauls, which 
accountants expense as an operating cost. But these aremajor 
capital overhauls that we transfer over to capital. So when you take 
those expenses out, the numbers move in the right direction. But the 
biggest share of that, Mr. Chairman, is depreciation. 

[The information follows:] 

Mr. Wolf. Why is Amtrak realizing the entire lump-sum labor 
adjustment in 1998? 

[The information from Amtrak follows:] 

Generally accepted accounting principles required the 
recognition of the entire retroactive portion of the labor 
agreements in 1998. 



Mr. Wolf. How would the operating results have looked in 
prior years if the labor adjustment had been allocated to the 
years (1995-1998) in which the cost had actually occurred? 

[The information from Amtrak follows:] 

Although related to agreements from 1995 the amount of the 
labor adjustment is largely attributed to FY 1996 through FY 
1998. For analytical purposes to review trends, an allocation 
of one-third of the adjustment per year or $35 million per year 
is reasonable. 


FY94 FY95 F 


Revenues 1,413 1,497 

Expenses 2,246 2,305 


Operating Loss (833) (808) 

Less Adjustment For Retroactive Labor Costs 

Less Depreciation 255 254 

Less Capital For Progressive Overhauls 

Net Operating Loss (578) (554) 

Adjusted Operating Ratio 1.41 1.37 


Note: FY98 revenues exclude Federal payments and TRA interest. 

Mr. Wolf. Okay. The Inspector General, in its review of 
your March 1998 Strategic Business Plan, stated that ''several 
of Amtrak' s financial projections are at risk of not being 
achieved, and thus threaten to increase Amtrak' s projected cash 
loss. ' ' It appears that we could be seeing this. 

In your current Strategic Business Plan, the Corporation 
will incur a cash loss of $426 million at the end of fiscal 
year 2002. This is an increase of $58 million above what was 
anticipated in your March 1998 Strategic Business Plan. Why is 
this greater loss projected? 

Mr. Warrington. In fiscal year 2002? 

Mr. Wolf. Yes. 

Mr. Warrington. Frankly, Mr. Chairman, I don't know the 
answer to that question and I'm not following those numbers. 
Maybe I could supply that to you. I just don't know that off 
the top of my head and I don't have the numbers arrayed that 
way in front of me. We can certainly supply that to you. 

Mr. Wolf. Okay. If you would, please. 

[The information follows:] 

The $426 million is the baseline net budget result in 2002 
before plan actions and does not reflect a cash loss. In 
Amtrak' s 1999-2002 Strategic Business Plan, the net budget 
result in 2002 after plan actions is zero. 

Mr. Wolf. Mr. Mead, you are in the process of updating your 
report on Amtrak 's financial situation. Based on your work to 
date, have you found any additional cash losses above those 
projected in March 1998 that will make it difficult for Amtrak 
to be free of a Federal operating subsidy by fiscal year 2003? 

Mr. Mead. No, I don't think we've found any additional cash 



losses, sir. 

[Questions for the record to Amtrak follow:] 

[GRAPHIC (S) NOT AVAILABLE IN TIFF FORMAT] 

Mr. Wolf. Mr. Warrington, how did the IG's projections 
compare to your first quarter of 1999 performance? 

Mr. Warrington. Actually, at the end of the first quarter, 
we were doing about $25 million better. 

Mr. Wolf. Better? 

Mr. Warrington. Better than projections. And by January 
30th, we're doing about $40 or $41 million better than that 
forecast . 


fy 1999 first quarter results 

Mr. Wolf. In your testimony, you stated that Amtrak 's first 
quarter fiscal year 1999 results were $25 million ahead of what 
the DOT Inspector General report projected. The IG's projection 
was calculated with a retroactive lump sum labor payment 
included in your fiscal year 1999 expenses. Is the $25 million 
improvement you note the result of shifting a lump sum payment 
to fiscal year 1998? 

Mr. Warrington. No. The answer is, no. 

Mr. Wolf. No. 

projected revenues and self-sufficiency 

Mr. Wolf. We have some other questions here. On the 
Northeast corridor, one of the key restatements the IG made was 
to adjust Amtrak' s Northeast Corridor high-speed rail passenger 
revenue projections by decreasing the anticipated revenue by 
$219 million. The IG explained that it believed that Amtrak 
would not likely achieve the levels projected during the first 
few years of service. However, the revenue Amtrak earns from 
high-speed rail is the keystone to achieving self-sufficiency. 

If the revenues are less than Amtrak has projected, what 
impact will this have on operating self-sufficiency? 

Mr. Warrington. Well, if they are significantly less than 
projected, that will be a problem for us. But we have 
confidence and stand behind the modeling work that we have 
done. We have some basic disagreements with some of the 
baseline assumptions alone by the modeling folks under contract 
with the IG. I think Ken agrees with some of those 
disagreements and maybe doesn't agree with others. 

But there were some basic differences in the inputs and the 
assumptions and the variables that the firm that did the 
modeling for Ken used compared to KPMG who did our modeling. A 
couple of examples are: The original modeling assumed the use 
of 18 trainsets, and we're using 20 new trainsets. That 
original modeling assumed 12 months of expenses and 3 months of 
revenue for the first year, and we believe that they need to be 
equalized. There was a modeling assumption that any auto trips 
travelling less than 75 miles would not divert to a high-speed 
train, and our folks don't believe that's correct. There was an 
assumption that because our conventional rail service has 
significant travel time improvements as well, in addition to 



the high-speed trainsets, that more of the traffic might divert 
to the conventional train service and less to the high-speed 
trains themselves, and, consequently, the revenue stream would 
be less. Our response to that is, if the marketplace is going 
there, we're going to adjust our prices on the conventional 
trains . 


ticket prices 

Mr. Wolf. What will the ticket price difference be? 

Mr. Warrington. Between the conventional trains and the 
other trains, probably in the 20 to 30 percent range. 

Mr. Wolf. So the ticket from Washington to New York this 
December on the high-speed will be? 

Mr. Warrington. Right now you're Metroliner fare from 
Washington to New York is $114. Your airfare is $204, I 
believe, on the shuttle. We expect that our fare between 
Washington and New York will go to about somewhere between $135 
and $145, that's up from today's $114. 

airline competition 

Mr. Wolf. How does the new service by USAir at Dulles 
impact you? 

Mr. Warrington. Very little. Our revenue projections around 
high-speed rail modelled every origin and destination that all 
those trains will serve. First of all, travel time matters a 
lot, and Dulles really is not a competitive location for the 
market that we have and the market we will attract from the air 
shuttle. It's a downtown-to-downtown destination, number one. 

Mr. Wolf. I completely agree with that. You're smarter 
about this than I am, but I, myself as an example, I live near 
Dulles and I usually take the train. Yet, when I saw USAir come 
out with a $49 introductory fare shuttle out of Dulles, it kind 
of gets your attention. 

Mr. Warrington. We also believe firmly that this is about 
quality as well the on-board experience and value. I will tell 
you that for our price, which will be generally competitive, 
the value one will achieve and the on-board service and 
amenities that one will experience will be far superior than 
anything anyone will experience on an airline these days. I can 
virtually assure you of that. 

Number two, the other thing we did was very carefully model 
the fact that this is not just about endpoint destinations. 

What we can do that even the most inexpensive discount airline 
can't do is stop at every station along the Northeast corridor. 
Most of our traffic, for example, intermediate traffic. New 
York-Philadelphia, Philadelphia-Washington, Wilmington- 
Baltimore. That is noncompetitive with air service. It is a 
market that we can't lose, that we will only grow. 

So the risk around our projections has to do with endpoint 
markets, in particular. They're not the largest share of our 
markets today but they do provide the highest yield because the 
trip length is longer, so we like to get more of those. But 
they're not the driving force behind our revenue projections. 


start of high-speed service 



Mr. Wolf. Okay. Is there any chance that the service will 
slip, or can you pretty much guarantee that will start by the 
end of this year? You were tentative about taking the train up 
on New Year's Eve. Are you pretty confident that there will be 
high-speed service before the end of the year? 

Mr. Warrington. Yes. I'm confident that we'll begin 
phasing-in that service by the end of the year. But I will tell 
you, it is going to be very tight. The trainsets are in testing 
and they're in good shape. The electrification contractor has 
been slow and he has been somewhat unresponsive. Amtrak has had 
to incur a larger share of cost. As a matter of fact, we've had 
to involve ourselves much more deeply to push, prod, and, in 
fact, do some of the work ourselves because the contractor has 
not performed the way we would like. But we keep pushing and it 
is one of our number one priority. 

As a matter of fact, this past Monday, I spent the entire 
day in Boston and made an inspection trip with the contractor. 

Mass Electric Balfour Beatty. We got on an inspection car in 
Boston and rode all the way down to New Haven and went over 
every aspect of the job. What I've basically told them is we at 
Amtrak will do anything we need to do around accommodating 
construction in order to get this job done on time. If that 
means we need to provide more outages, if it means we need to 
supply them with more equipment, our own equipment, if we need 
to supply them with catenary cars, anything and everything that 
we have within our control to enable them to conclude this 
project on time we will do. But there are no guarantees and 
this is not entirely within our control. But to the extent it 
is within our control, we're going to make it happen. 

Mr. Mead, do you agree with this assessment? 

[The information from the IG follows:] 

We are not currently aware of any specific condition that will 
cause high-speed rail service implementation to be delayed. The 
schedule is very tight, however, and any delay will adversely affect 
the overall project. 

Mr. Wolf. Last year, the Surface Transportation Board ruled that 
Amtrak could provide express service, with some limitations. Amtrak has 
made claims that its mail and express line of business will enable it 
to realize a profit that could be used to offset operating losses in 
other areas. What increases in revenues has Amtrak realized from the 
express service to date? 

[The information from Amtrak follows:] 

Through February, express revenues have increased by more than 500% 
over FY1998. For the five months ended February 1999, express revenues 
total $5.2 million, versus $785,000 for the same period last year. 
Express revenues have experienced dramatic increases since the positive 
Surface Transportation Board ruling last year. 

Mr. Wolf. I read, with interest, that Amtrak has signed a contract 
with UPS to transport part of their goods, and that anticipated revenue 
is estimated at $2,900,000. What other firm commitments does Amtrak 
have to increase revenue in this area? 

[The information from Amtrak follows:] 

Other commitments will include contracts with ExpressTrak, Triple 
Crown, Swift, and Norfolk and Southern as well as the U.S. Postal 
Service. In combination with the UPS contract, these new partnerships 



are expected to generate over $20 million in additional annual revenue 
and $28 million in long-term savings for the corporation. 

Mr. Wolf. What impact will adding increased mail and express 
business have on the passenger rail business, in terms of 
infrastructure needs and train performance? 

[The information from Amtrak follows:] 

Additional terminal facilities will be needed to load or unload 
mail and express. In many cases a partnership with a local warehouse 
operation is most effective. With effective scheduling and motive 
power, train performance impacts will be minimal. 

Mr. Wolf. Amtrak' s business plan indicates that it will have to 
generate and additional $985,000,000 in revenues between 1999 and 2002. 
These revenues are in addition to those expected from high-speed rail 
and express. Mr. Warrington, what key initiatives are responsible for 
the planned $985,000,000 revenue increases? How much certainty do you 
have in their success? 

[The information from Amtrak follows:] 

Amtrak' s FY1999-2002 Strategic Business Plan calls for increases in 
gross revenues of $789,000,000 from FY1998 and FY2002, including 
increases from high speed rail and express revenues. 

The revenues include increases in gross revenues of $322 million 
from high speed rail in the Northeast, $138 million from the expansion 
of mail and express, $234 million in passenger related revenues related 
to restructured and improved services, $20 million from increased 
commuter services, $15 million from increased operating support from 
states, and $60 million from reimbursable and other activities. While 
Amtrak' s plan will require significant attention and aggressive 
management, we believe that this plan is achievable. 

electrification 

Mr. Wolf. The test schedule for Stars at FAA, there's a 
very good parallel here between the amount of time that FAA had 
to test the Stars this month and the test schedule for the 
electrification and high-speed rail. 

Mr. Warrington. Yes, I know. 

Mr. Wolf. At least Amtrak 's is not as software intensive as 
the Stars acquisition to FAA. 

Mr. Warrington. One of the differences is the testing is 
really commissioning. The commissioning of the electrification 
system will be done in sections. The testing is occurring 
incrementally as sections are sectionalized and juiced up. 

The other important test that needs to occur is, even with 
the electrification system running itself, the trainsets and 
the pantographs need to work and contact the wire. We need to 
test the train operation on that electrical system. We're 
working with the contractor for them to free up, as early as 
possible, several blocks, probably Blocks 8, 9 and 10, or close 
to 40 miles of fully energized electrical system early on, as 
early as possible, so that while they're still doing the 
balance of their construction work, we can be actually testing 
trainsets . 

So all of this is not sequential. Much of it is being done 
currently . 


contingency plans 



Mr. Wolf. If all the major plan initiatives, high-speed 
rail, mail/express, labor savings, don't meet the projected 
levels, do you have any contingency plans? Everything sounds 
good, but if something were to happen, do you have anything 
else in the bag that you have thought about that you haven't 
told us? 

Mr. Warrington. No. [Laughter.] 

Frankly, Mr. Chairman, I will tell you that we do our 
business plan every year and there are literally dozens and 
dozens, hundreds and hundreds of individual items that we focus 
on in that plan. Every year, dozens of them don't materialize 
or don't materialize on a timetable that we project. We are 
regularly, on a monthly and a quarterly basis, making those 
kinds of adjustments to accommodate for wins and losses in that 
plan. And a lot of those actions that we have in our plan are 
not entirely within our control; a lot of them depend upon 
partners and other folks. We always have in our backpocket 
fillers to help us accommodate for places where we're not 
successful. And while we do have some of them, we don't have 
hundreds of millions of dollars worth of fillers. 

[The information follows:] 

Mr. Wolf. Mr. Warrington, the Inspector General's 
assessment indicated that Amtrak would need significant capital 
resources in fiscal year 2001 and beyond, resources above those 
already contemplated, to achieve future financial returns. What 
do you expect your capital needs to be in the future? 

[The information from Amtrak follows:] 

Amtrak has consistently stated that it will require a 
significant, stable source of capital funding if it is to 
become and remain operationally self-sufficient. The planning 
process for the FY2000 Strategic Business plan will identify 
Amtrak 's future capital funding needs and will incorporate the 
results of the market-based network analysis which is currently 
underway. The business plan will be completed by October 1999. 
The Northeast Corridor has demonstrated that passengers, even 
premium fare business travelers, will flock to trains when rail 
service is trip time competitive, downtown-to-downtown, with 
alternative highway and air modes. On the Northeast Corridor, 
rail is generally competitive for trips that take less than 
five hours for the discretionary traveler and less than 3' 15' ' 
for the business traveler. Trip time competitiveness will vary 
from corridor to corridor, depending on the convenience of 
other travel modes to the passengers' actual destinations (not 
just the airport) . High-speed rail also offers passengers a 
more productive means of travel--passengers can work, meet with 
peers, use cell-phones and computers, or sleep while traveling 
between corridors. This is rarely the case on airline flights 
characterized by slow taxi rides and cramped airlines seats. 

Mr. Wolf. We have a vote, so we will finish up here so we 
don't keep you. 


self-sufficiency by 2002 

Mr. Mead, do you believe Amtrak will be operationally self- 
sufficient by the year fiscal year 2002? 



Mr. Mead. As I said in my testimony, I think it 
isplausible, it is possible, there is a lot of potential--though 
package, express mail, and high-speed rail service--but it will be 
extremely difficult. So I would not say that it is a sure thing. 

[The information follows:] 

Mr. Wolf. Mr. Mead, if Amtrak reaches self-sufficiency by 
2002, will it be able to sustain self-sufficiency beyond 2002? 

[The information from the IG follows:] 

There is a good chance that Amtrak will be able to sustain 
operating self-sufficiency beyond 2002. We believe this 
primarily because our projectons for Northeast Corridor 
passenger revenues, while lower than Amtrak' s during the 1999- 
2003 time period, reach and exceed Amtrak' s projections by 
2006. In following years, we have no reason to expect that this 
trend of increasing revenues will not continue, giving Amtrak a 
substantial revenue source and contributing to operating self- 
sufficiency . 

A caveat to this statement, however, is our assessment of 
Amtrak 's capital needs. Even the minimum capital needs level 
that we estimated for Amtrak, $2.7 billion, is $125 million 
more per year than current projected federal appropriations. 

This level would be enough to keep Amtrak operating in a steady 
state through the end of 2003, but would make amtrak vulnerable 
to equipment deterioration and schedule reliability problems 
after that date. If Amtrak can not continue to invest in its 
capital needs at a sustainable level, this could negatively 
impact its reliability and its ability to maintain operational 
self-sufficiency . 

Mr. Wolf. Mr. Olver, is there anything you would like to 

add? 

Mr. Olver. Nothing at the moment, Mr. Chairman. 

Non-Subsidized Passenger Rail Systems 

Mr. Wolf. Ms. Molitoris, in your testimony, you stated that 
few, if any, national passenger rail systems have achieved 
independence from a federal operating subsidy. Who has been 
able to do this, if any? 

Ms. Molitoris. Probably the premier service would be East 
Japan Railway. 

Mr. Wolf. They have no subsidy? 

Ms. Molitoris. No, they're private now. But it is important 
to note that the government of Japan took over a huge debt from 
them some ten years ago. So I suppose it's how you evaluate it. 

It was their way of privatizing. Of course, they have literally 
hundreds of millions of passengers each year which provides a 
very good revenue stream, but they also have many of these 
other sorts of business partnerships where they get revenues. 

Mr. Wolf. We will have a number of other questions for the 
record . 

Mr. Olver, if you have something, just chime in. 

High-Speed Rail Corridors 


Mr. Wolf. TEA-21 allowed FRA to designate eleven high-speed 



rail corridors. Eight corridors have been designated to date. 
What are they? 

Ms. Molitoris. Jim McQueen is our Associate Administrator 
of Railroad Development. Do you have that list, Jim? We have 
already mentioned the Chicago hub and we extended that into 
Cincinnati. We were in New Orleans, the Gulf Coast corridor. We 
have been in North Carolina making announcements on 
designations . 

The five original corridors, Mr. Chairman, Chicago hub; 
California; Pacific Northwest, which is Washington and Oregon; 
Southeast, North Carolina, and Virginia; three designated 
corridors in TEA-21, the Gulf Coast, the Keystone, which is 
Pennsylvania, and the Empire. We have also extended the 
Southeast corridor which had been designated under ISTEA; we've 
extended that to Atlanta, Macon, and Jacksonville. And we 
announced, as I just mentioned, the extension from Chicago to 
Cincinnati via Indianapolis. 

Mr. Wolf. What about the Northeast corridor? 

Ms. Molitoris. Well, that was not one of the ISTEA. That's 
already established. 


BENEFITS OF DESIGNATED CORRIDORS 

Mr. Wolf. Are there benefits to being designated? 

Ms. Molitoris. Well, there are benefits in two ways. One is 
a financial benefit in terms of the hazard eliminationfunding 
that is designated in ISTEA and then in TEA-21. But in addition, Mr. 
Chairman, what we have heard from the constituents who request these 
designations is that it gives them a platform on which to recruit 
partnerships, whether it's around station development, whether it's 
around going to their State legislature. For example, the State of New 
York just allocated $185 million to improve Albany to New York. Part of 
that is around the designation; they know that this is something that 
is coming in the future. So it is a way of leveraging partnership 
money, whether it is public money through the State and locals, whether 
it's private investors. This designation helps these coalitions. 

[The information follows:] 

[GRAPHIC (S) NOT AVAILABLE IN TIFF FORMAT] 

Fox project 

Mr. Wolf. What about the State of Florida? They recently 
withdrew their support for the Florida Overland Express, 

Governor Bush did. What have you learned is the reason for 
that? 

Ms. Molitoris. I really only learned from the news accounts 
and from those from the Fox project, who I've talked about. It 
seems that the decision was made that there was concern about 
the cost and also environmental impacts were stated. 

But I believe Amtrak actually has an opportunity now to 
step into that State and really work with the Department of 
Transportation about other ways of doing business. Mr. 

Warrington mentioned the non-electric locomotive that FRA has a 
business partnership with Bombardier, it will be able to go 150 
miles a hour without electrification. We think there's an 



opportunity there for the new Amtrak to step in and develop a 
proposal. We don't know of another plan, Mr. Chairman, and the 
fact is, with the numbers of people going into Florida, they 
simply cannot do it with roads alone. 

[Questions for the record to FRA follow:] 


[GRAPHIC (S) NOT AVAILABLE IN TIFF FORMAT] 

Mr. Wolf. Mr. Olver, do you have anything? 

Mr. Olver. Thank you, Mr. Chairman. My apology for only 
arriving here recently, but my other committee was functioning. 

Mr. Wolf. Excuse me. We have the vote. Would you want to 
come back? Do you have questions? If you have things you would 
like to ask, we only have one vote. 

Mr. Olver. No, I don't really think we need to do that. 

Mr. Wolf. Okay. 


High-speed corridors 

Mr. Olver. I would like to see a corridor map of these 
corridors. Is it that several have not been designated and 
they're not certain yet? I'm puzzling over your description of 
some of the corridors as I've heard them come out here and what 
they would represent. 

It would seem to me, you're talking about a Gulf Coast 
corridor, it would seem to me that there is exceptionally high 
rationality for a corridor that would go from Atlanta to 
Charlotte to Richmond to Washington and that would tie in with 
the Northeast. If you look at a map, you've got thesebig cities 
at the edge of the piedmont and all the big metropolitan areas along 
the Eastern seaboard are virtually on a straight line, one of those 
products of geology, I think, big cities and big metropolitan areas 
surrounding them, big industrial areas and so forth, a corridor that 
was comprehensive would make exceptionally good sense. 

And I still don't understand the answer to why the 
Northeast corridor is not one of the designated corridors. It 
would seem to me that would be the first corridor and most 
obvious corridor in any designation that was naming high-speed 
rail corridors in this country. 

Ms. Molitoris. Mr. Olver, two things. First of all, the 
Northeast corridor from Washington to New York is a high-speed 
corridor. ISTEA was trying to identify emerging high-speed 
corridors and the money was used for hazard elimination, which 
is the term for either closing, protecting, or using warning 
devices at crossings. The Northeast corridor, owned by Amtrak, 
which is the one area in the country where it owns its own 
track, has virtually no crossings. So it is already a 
designation. Certainly, it is included in any map where you 
would talk about high-speed service. Before you arrived, I 
menioned the Southeast corridor that you are really describing. 

I talked about such kinds of investments as Virginia's, where 
the Commonwealth Transportation Board just designated $370 
million for the connections from Richmond over the next 15 
years to partner with Amtrak to increase service. That's why I 
think it's a good thing to call it the Southeast corridor, 
because there's that Southeast connection to the Northeast 



corridor . 

Mr. Olver. I think it would be useful to have a map which 
shows what has been designated. And numbered one through 
whatever it is in your mapping, I would like to see what's left 
and how many designations there are left since eleven were 
authorized. 

Ms. Molitoris. We will be happy to get that for the 
committee . 

[The information follows:] 

[GRAPHIC (S) NOT AVAILABLE IN TIFF FORMAT] 

Ms. Molitoris. And could I just mention that the commitment 
by the board is to have as part of the announcement for the 
Northeast corridor high-speed service an announcement which 
includes how high-speed rail can evolve around the rest of the 
country, because I think it's a very important element for 
members of the board. And if you look at the demographics of 
the board members today, Mr. Olver, you will see that many of 
them are from outside the Northeast. 

Mr. Olver. Just lastly, Mr. Chairman, I don't want to 
prolong this, but on the questions that you had, are you 
offering these for their formal response? Because under the 
high-speed rail section, your prepared questions have to do 
with both the variability of the speeds for which these 
corridors are being considered and the extreme variability of 
the costs that are associated with these things, seem to me 
very important questions. 

Mr. Wolf. Yes, any questions not asked will be submitted 
for the record. 


Closing Remarks 

Mr. Wolf. Thank you for your testimony. We appreciate very 
much your appearance before the committee and wish you well. 

Mr. Warrington. Thank you very much, Mr. Chairman. I want 
to thank you and your staff for all of the support that you've 
given us . 

Ms. Molitoris. Thank you, Mr. Chairman. 

Mr. Wolf. Thank you. 

The hearing is adjourned. 
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